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next get-together, count the Head of 
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favored guests. 
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PLASTICS 


i CHEMICALS € 


CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N. Y. 


‘HE Board of Directors has this das 
declared the following dividends 
FIRST PREFERRED STOCK 

$4.75 SLRIES 

The regu:ar quarterly dividend for 

the current quarter of $1.1834 per 

share, payable January 1, 1946 to 

holders of record at the close of busi- 
ness December 17, 1945. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1946 to folders of 
record, at the close of business Decem- 
ber [7, 1945. 

COMMON STOCK 
50 cents per share, payable December 
31, 1945 to holders of record at the 
close of business December 17, 1945. 
R. O. GILBERT 


Secretary 





December 4, 1945. 
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E GREET you all this Christmas with the happiest thoughts and the 


best of good wishes. The return of our loved ones will brighten our 


; 
i 
Season's Greetings i 
ys 
: 
i 
& 





hearths, and fill us with thanksgiving that will make this the most won- PN 
: % 

derful Christmas we have known in many a year. NY 
MY 

% 

If we have learned anything out of this life, it is that the greatest satis- M 
faction comes from loving and being loved. » 
ns 

‘ * 

And, we have reason to be hopeful too on their account, as we look MY 


Gf 
* 


o 


Bee 


into 1946, for already we see the glimmer of constructive forces working NS 


beneath the turbulent surface. x 





Ahead lies a great age for the young people of this generation — an KR 
opportunity for adventure and accomplishment that will make for happy, NS 


interesting and successful lives. We cannot ask for more. NS 


To you — our friends and subscribers with whom we have a great and PN 
sympathetic bond — with all our hearts we wish you and yours well in the PN 


year ahead. is 


Publisher 
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International News Photo 


1) President Roosevelt starts his fourth term 4) Burst of atomic bomb ushers in new era 

2) New York City boisterously celebrates VE-Day 5) The “Big Three” discussing the postwar world 

3) Birth of United Nations Organization at San Francisco 6) Japanese surrender signed aboard battleship Missouri 
7) Postwar symptoms — industrial unrest 
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The Trend of Events 


THE LOAN TO BRITAIN .. . The significance of the 
Anglo-American financial and trade agreements is 
that they will set a world pattern for revival of post- 
war international trade. Also, they will do much to 
assure a high level of foreign trade over the next 
few years and they will greatly facilitate an eventual 
revival of international investment activity. Together 
with the Bretton Woods agreements and the forth- 
coming international commercial conference, the 
Anglo-American agreements tend to promote a re- 
turn to the relatively free world economy of the 
Twenties, in contrast to the uneasy period of the 
Thirties when autarchy and paralyzing trade restric- 
tions were the rule. 

If these hopes and expectations materialize—and 
they should, if proper policies prevail—they may 
well be worth the cost, that is our obligation to place 
at Britain’s disposal credits aggregating $3.75 bil- 
lion. Fortunately, in negotiating the agreement, both 
sides got down to realities. Probably few Americans 
would have been willing to give Britain any more 
billions—on top of our heavy Lend-Lease aid which 
has now been written off—without obligation on 
Britain’s part to repay principal or to pay interest. 
As arranged, the terms appear fair to both sides. 
The interest rate, nominally two per cent but actu- 
ally about 1.62% because no interest will be paid 
during the first five years of the loan, is not too far 
out of line with the average cost of raising money by 
the U. S. Treasury. Nor should there be much quib- 
bling over the provision that interest may be waived 
in periods in which Great Britain finds herself un- 
able to meet it without defeating the object of the 


loan. The obligation to repay the principal remains. 

What we have agreed to is to supply Britain with 
working capital to get her economy going, to stabil- 
ize her currency, to carry on trade with a minimum 
of restrictions and trade barriers. Written into the 
credit agreement is a pledge to tackle jointly broad 
plans to stimulate international commerce and free 
it from the bonds which have shackled it increas- 
ingly in the prewar and war years. In the narrower 
sphere of Anglo-American trade, arrangements call 
for the removal of British discriminatory import 
controls at the end of one year’s time. The broader 
aim of freer world trade will be approached through 
an international organization to be set up by the 
United Nations as the central agency for promoting 
international commerce. Ultimately envisaged is 
agreement on a world charter governing the conduct 
of trade. That no time will be lost in pursuing this 
goal is shown by the latest State Department an- 
nouncement that the U. S. Government is seeking a 
master trade agreement with fourteen nations, nego- 
tiated under the Reciprocal Trade Agreements Act, 
a move designed to assure the success of the forth- 
coming world trade parley probably to be held next 
summer. 

Painful as it may be for the moment to the Amer- 
ican taxpayer, the credit to Britain will prove a 
powerful stimulant to world trade, ultimately re- 
dounding to our benefit and to that of the world at 
large. Its vast implications will be discussed in detail 
in the next issue of the Magazine where we will 
show what the British loan will mean to Britain, to 
us and to the world. 
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NATIONALIZATION IN FRANCE... France, it seems, 
is embarking on a course of managed economy that 
may well make the British. Labor Party’s program 
look relatively mild. A straw in the wind of what is 
to be expected was the recent law for nationalization 
of the Bank of France and four of the country’s 
leading deposit banks. The Government will take 
over the shares of these banks and the terms offered 
to stockholders are such that their announcement 
virtually demoralized the Paris Bourse. 

The move places over 80% of France’s bank de- 
posits under State control. The remaining banks, 
chiefly business banks, are subject to supervision by 
Government commissioners, one to be assigned to 
each institution. The entire national credit structure 
will be placed under a council of 35 members, over 
half of them representing industry, commerce and 
labor. This body, under the Governor of the Bank of 
France, would control credit policy and ration avail- 
able credit on the basis of reconstruction needs. 
Thus the State will become the sole dispenser of 
credit. 

This is only the beginning. Insurance and electric 
power companies will soon be required to submit 
some form of nationalization plan. Later will come 
the turn of key industries such as heavy and light 
metals, chemicals and possibly also the oil industry. 
It will naturally take many months if not years to 
carry out the entire nationalization program as cur- 
rently envisaged by the French Government. But in 
principle at least, the fate of these industries will 
probably be settled as quickly as the French Assem- 
bly can get around to it. The latter, it is said, is con- 
sumed by a fever for reform which wants something 
new at almost any price, and what’s more, there 
seems to be no serious opposition to this trend. Thus 
France, formerly one of the staunchest redouts of 
private capitalism, is plunging deeply into State 
Socialism. No wonder that French investors are seri- 
ously disturbed. 

More shocks may come. It would surprise no one 
to see franc devaluation within a few months al- 
though ‘there has been no official hint as yet about 
monetary policy. 


NO EARLY RELIEF FROM DOUBLE TAXATION ... 
For months, stockholders have been hopefully look- 
ing to Congress for early relief from double taxation 
of corporate income and dividends. Nothing could be 
done about it when the interim tax bill was whipped 
through Congress a few weeks ago, thus hope is cen- 
tering on tax legislation in the coming year. But it 
may be well not to be too optimistic. 

Congress, to be sure, is ready and willing to stop 
taxing dividends received by stockholders from 
earnings on which taxes have already been paid by 
corporations. Even the Treasury is disposed to agree 
on any reasonable plan — but seems to be difficult 
when it comes to deciding on methods. While the 
legislators would simply give the stockholder credit 
for the taxes paid by the corporation, the Treasury 
holds such a plan more or less unworkable. It would 
prefer to exempt corporations from taxes on funds 
paid out as dividends. In effect, this would amount 


to a return to the principle of the undistributed 
profits tax of 1936-37. Corporations would have an 
incentive to pay more to stockholders and the latter, 
in turn, would be taxed by Uncle Sam. Collection 
would be simpler under this system, the Treasury 
Department contends. 

As we recall, the undistributed profits tax had a 
short life. Whether a return to its principle, under 
whatever name or disguise, will be approved by Con- 
gress is open to question, considering the opposition 
that led to the early demise of that form of taxa- 
tion. Since relief from double taxation is a question 
that can hardly be compromised—it must be solved 
on one basis or another—the prospect is for perhaps 
prolonged and possibly inconclusive debate as far as 
next year’s tax legislation is concerned. At any rate, 
don’t be too sanguine about the outcome though the 
possibility of a decision is naturally not precluded. 


INVENTORY BOOM AHEAD?... One of the interest- 
ing phenomena of our war-to-peace transition is the 
lack of any indications of heavy inventory accumu- 
lations such as occurred in 1919 and the early part 
of 1920. It doesn’t mean that such may not yet come 
to pass. Many businessmen expect commodity prices 
to go higher over the next few years and such expec- 
tation usually encourages forward buying. The temp- 
tation to expand inventories is all the greater be- 
cause a high level of business activity is anticipated 
and there is uncertainty as to the ability to secure 
needed supplies quickly, once production gets into 
high gear. Even where no price increases are looked 
for, building up inventories must seem a good policy. 

The current trend, if it holds, appears to indicate 
that the lessons of the Twenties were well learned. 
Chief deterrent to heavy inventory accumulation no 
doubt is fear of serious losses, should price trends 
turn down again. Another factor is the prospect that 
the current sellers’ market in many non-durable con- 
sumer goods may not last very long, perhaps no 
more than a year or so. The Department of Com- 
merce recently predicted that the “combination of 
decreased demand and increased supply should make 
for some easing of prices” of civilian non-durable 
goods. In the face of such a prospect, businessmen 
are stepping cautiously in the matter of inventories. 

Analyzing the situation, the Survey of Current 
Business comes to the conclusion that “while the 
possibility of an inventory boom cannot be ruled out, 
it is not likely to develop. The danger of such a boom 
can be eliminated by action to nip any tendency in 
its inception.” Perhaps this is a rather confident at- 
titude under present-day conditions where the pres- 
sure for supplies is known to be mounting strongly. 
If any danger of a commodity boom should develop, 
industry itself can “nip it” if it is allowed to get into 
full production without unnecessary delay, by step- 
ping up supplies so that excessive stocks on hand are 
neither necessary nor attractive. 

For investors, the relative absence of excessive in- 
ventories with their inherent price risks is a matter 
of gratification. It means that there is less danger 
of deficit operations and bankruptcies due to later 
inventory deflation, such as occurred during the 
1921-22 period. 
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By ROBERT GUISE 


THE ISSUES AT MOSCOW 


fiw meeting of the Foreign Secretaries of the 
United States, Britain and Russia in Moscow for 
the exchange of views on atomic energy and other 
international issues of concern to the Big Three is 
the first official indication that an effort will be 
made to break the deadlock produced by the fiasco 
of the London Conference of the Council of F oleign 
Ministers. During the dark days that have elapsed 
since, apparently considerable work was done quietly 
by the foreign offices and diplomatic representatives 
of the three powers, work—if it had been under- 
taken in time—that would probably have averted 
the London stalemate. We can rest assured that a 
determined effort will now be made to find areas 
of agreement on the many thorny subjects contrib- 
uting to past discord and restore a_ sufficiently 
harmonious atmosphere ————— 

to get the United Na-| 


constitutes a basic requisite for subsequent peace 
settlements. Should the present conversations fail 
to produce at least general agreements on the major 
issues, the conference may well turn out an even 
greater stalemate than the hapless London meeting. 

In this connection, it is pertinent to observe that 
though Russia’s intransigence was responsible for 
the London failure, the current meeting is being 
held in Moscow at the initiative of the Western 
Allies rather than in Washington or London at the 
initiative of the Soviet Government. Whether one 
should attach to this any prophetic significance as 
regards Russia’s attitude is difficult to say. It is 
of course gratifying that there has been resumption 
of diplomatic contacts at the higher levels. Let’s 
hope there wil be no reversion to the kind of one- 
—-— sided appeasement that 
prevailed at Teheran 





tions Organization off | 
to a good start when its 
first assembly meets 
January 10. Success of 
the UNO will in no 
small part depend on 
the ability of the Big'| 
Three to reach prompt 
peace settlements. The 
UNO itself cannot make | 
peace terms; it is high- 
ly necessary that it 
start out with a clean} 
slate, free from such 
onus as might eventual- 
ly attach to the peace | 
imposed on Germany, 
Italy and Japan. 

What about the pros- 
pects of the Moscow 
meeting? The world no __— 








doubt must expect a goodly amount of horse trad- 


ing; it is essential that it should not look for dra- 
matic results. This is made clear by the cautious 
statement of Secretary Byrnes on his arrival at the 
Russian capital. He said that he “wouldn’t regard 
it as a bad sign if no formal announcement of an 
agreement follows the conference which is just ex- 
ploratory. 

Points at issue at the Moscow meeting are many, 
both old and new. They include first of all the atomic 
bomb, a difficult subject; the future of Germany 
and Eastern European questions; and Soviet inten- 
tions in the Near East and the Orient with special 
emphasis on Iran and Japan. Officially, the purpose 
of the conference is to exchange views on these and 
probably other vital matters. Agreement thereon 
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“CMON, MISTER, GET BUSY AND FIX THAT UP!" 





‘the future handling of this terrible weapon. 


and Yalta. Even before 
' the Moscow meeting got 
j}under way, Russia had 
| won an important point, 
| that is the exclusion of 
| France and China from 


ithe conversations now 
taking place. Washing- 


| ton and London are try- 
|ing to minimize this 
| development. 
| Overshadowing all is- 
isues is that of the 
|}atomic bomb. The aim 
|is to arrive at a form- 
ula whereby the West- 
ern proposal on age 
| energy and research ca 
| be adapted to an sa 
| Allied plan, dispelling 
Soviet suspicion over 
It is 
obviously desirable to draw the Soviet Union as a 
great military and industrial nation into discussion 
of this subject. While the West today stands su- 
preme in atomic “know-how” and research, this may 
and probably will change. Every thinking human 
being must be appalled at the prospect of a pos- 
sible future atomic arms race, the climax of which 
might be something perilously close to world suicide. 
The least one should be able to expect is discovery 
of a middle ground between handing over the atomic 
secret to Russia without any quid pro quo—as some 
suggest—and the fatalistic acceptance of an arms 
race. 

Quite certainly, there will be a frank examination 
of the Iranian crisis (Please turn to page 366) 


Smith in The Lynchburg News 
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Prospects of Early 1946 Markets 


The market acts a bit tired at the moment, with many groups temporarily over- 
bought. However, severe reaction around the Holiday season appears most un- 
likely. The fundamentals remain generally bullish, but at these relatively ad- 
vanced levels some cash reserve is desirable. We continue to emphasize selectivity. 


By A. T. MILLER 


B* AN interesting coincidence the market turned 
a bit reactionary last week after our weekly 
index of 290 stocks had come within a small fraction 
of duplicating its 1929 high and after the Dow- 
Jones industrial average had risen above its 1937 
high by a small margin. 

For investors and speculators, the 1929 and 1937 
peaks are two historic landmarks. Of course, the 
great majority of “leading” stocks, in which there 
are the greatest numbers of stockholders and the 
largest share holdings, are nowhere near their 1929 
highs. On the other hand, there can not be very 
large share holdings “hung up” and for sale at the 
1937 high in the averages because they were not 
around that level in 1937 for more than a relatively 
few days. 

Thus, the resistance level at which the market 
ran into a spot of trouble appears largely psycho- 
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logical. To the extent that it is technical, it probably 
relates more to previous fast advance in a number 
of groups and the current debate over the pros and 
cons of profit-taking—about which we shall say 
more later—than to the statistical proximity of the 
1929 high in our composite index and the 1937 high 
in the famous, but not too representative, Dow- 
Jones industrials. (A long-needed full discussion 
of the differences between these two measures of 
stock prices is presented on subsequent pages of 
this issue of The Magazine.) 

Minor corrections in the market ought not to re- 
quire factual explanations because they always oc- 
cur from time to time, whatever the news enviror- 
ment, and in that sense the news can be called an 
excuse, rather than the reason, for a given market 
response. However, for what it may be worth, the 
latest downturn coincided with the announcement 
that a strike throughout the steel industry had been 
called for mid-January. The last previous shake- 
down of any consequence, in the third week of 
November, similarly coincided with the start of the 
General Motors strike, and proved short-lived, 
though the strike is proving to be protracted. 

Actually, there is probably no chance of a serious 
stoppage of steel production and it is hard to be- 
lieve the market is unaware of that fact. If neces- 
sary, the Government will quickly “seize” the steel 
plants to assure operation pending settlement of the 
wage issue, as it did recently in the case of the oil 
refineries. By Washington’s apparent definition of 
what are absolutely essential industries, the auto- 
mobile plants are excluded from this method of 
dealing with strikes. 

As it increasingly shapes up, the labor outlook 
in the automobile industry is far from inspiring. In 
holding their own “line”, the major companies ap- 
pear adamant. It looks doubtful that the unions 
can escape at least a partial defeat—yet they take 
victory so much as a God-given right that any kind 
of licking is very likely to leave bitterness, and to 
confront the companies for some time to come with 
great difficulty in setting up adequate standards of 
worker productivity. 

Some degree of reaction, usually not serious in 
bull market years, has frequently been seen within 
the first two to three weeks of December. On the 
other hand, the period from Christmas into early 
January has the most consistent of all seasonal re- 
cords for advancing prices, sometimes slightly, 
sometimes briskly. We are very close to that period 
now. That is one reason why it is improbable that 
the correction begun last week will develop into a 
bad spill. It might go a bit further before Christ- 
mas, but the volume evidence so far makes it look 
very much like previous brief and minor pauses in 
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the post-war rise. That is to say, trading activity 
has continued greatest in the advancing phases, and 
has dwindled promptly each time prices receded. 

There is a considerable school of thought, both 
among investors and professional advisers, that 
there may be a very substantial intermediate re- 
action within the forepart of the new year, starting 
probably before the end of January. The main rea- 
soning is that the great advance since the end of 
the war justifies, if not calls for, that type of cor- 
rection; that it has been deferred because investors 
were unwilling to take more profits which would 
go into 1945 income-tax account; and that, conse- 
quently, there will be much deferred profit-taking 
after the turn of the year. At present, we do not 
feel much conviction about this, one way or the 
other. 

It is a pretty well advertised theory by now, which 
is one point against it. No doubt a good many sold- 
out bulls would love to see a deep decline on which 
to buy back some stocks, which is another point 
against the theory. This is not to say that it can 
not work out. It might, especially should something 
happen to dampen confidence in the corporate profit 
outlook for a goodly portion of 1946. That brings us 
back to the matter of OPA. 

The whole situation with respect to production, 
employment and national income has worked out 
during reconversion in a much more inflationary way 
than the Administration had expected. Unable to 
reverse its inflationary wage and fiscal policies, it is 
forced to slow down on decontrol wherever possible 
and to restore some previously terminated controls. 
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The building priorities are a case in point. Re- 
newed Army set-asides on beef are another. A 
strong effort to extend OPA will be made. It might 
succeed, for while the agency is unpopular with Con- 
gress, it has public and labor support. 


There has been so much industry propaganda 
about the OPA “profit squeeze” that we are forced 
to wonder a bit whether something of a market 
scare might develop on the score of agitation for 
OPA extension. Even as it is now, one is forced to 
note that 1946 profits in the reconversion lines are 
impossible to forecast with any degree of assurance, 
and have to be taken largely on faith. On the other 
hand, a number of non-reconversion lines, also un- 
der OPA ceilings, have margins and volume now 
which assure huge profit gains as soon as the lower 
tax rate is effective with the turn of the year. 

Turning to fundamentals, it is still predominantly 
a cash-demand bull market in which selling is only 
by choice, not by forced margin calls. It can not be 
argued that an increasingly inflationary situation is 
bearish. And there is more sensible reason for 
profit-taking on tax considerations when the trend 
of tax rates is upward from year to year than when, 
as now, the peak in wartime rates has been put be- 
hind. Certainly no future rise in the capital gains 
tax rate is indicated. 

On general principle, at a relatively advanced 
level of prices, a reasonable cash reserve makes 
sense; and we would continue to emphasize individ- 
ual security values. That is neither to predict a 
sizeable January-February reaction, nor to deny it 
is possible. — Monday, December 17. 
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N RECENT years, the meaning of the word 
“security” seems to have undergone, subtly but 
persistently, a good deal of change in the minds of 
many people. Not so long ago, it used to mean 
private financial security with all the requisites that 
make for a degree of economic independence of the 
individual, an independence acquired by dint of per- 
sonal effort and perseverance. Usually that meant 
savings, insurance, perhaps a home, the means to 
provide a good education for the children, Above 
all, it meant a good job at good wages, and the will 
and an opportunity to get somewhere. 

Today, to many people, security has assumed the 
meaning of social security in its broadest sense. 
That is security with a minimum of risk, without 
too much struggle, with freedom from worry and 
fullest possible protection against the vagaries of 
life such as unemployment, sickness, old age. Secur- 
ity, in short, has assumed new connotations. 

Two Concepts 

Hence we now have two concepts. On the one 
hand, there is private financial security, stemming 
from the reward of enterprise, the risk of opportu- 
nity, the persistence of effort and the courage that 
forms an integral part of self-reliance. On the other, 
there is publicly sponsored security taking its con- 
cept from the inability to create a steady income, 
from unwillingness to take risks or grasp opportu- 
nities, from an increasing readiness to rely upon 
others for economic support and assistance. 

While there is apparently a deep chasm between 
the two, there also exists a very direct interrelation- 
ship; for with satisfactory economic conditions and 
stability, emphasis on the idea of publicly sponsored 
security could hardly have developed the way it did. 
The relation between demand for social security and 
the lack of private economic security is obvious, 
hence the former must be approached in its broadest 
meaning. 


Social Security vs. Private Security 


Doesn’t it indicate that we should regard 
the question of government-sponsored security from 
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the viewpoint of the average citizen who would 
much prefer economic opportunity to a system of 
state-guaranteed protection against the complexi- 
ties of life and existing economic uncertainties? If 
so, this thought should have an important bearing 
on the question of which course to follow. For in 
a sense, both concepts of security are complemen- 
tary. As prosperity goes up, demand for social se- 
curity goes down, while nothing will promote the 
urge of broad social planning more quickly er” 
vigorously than a greatly disturbed or u:“+r‘ain 
economy. We have witnessed that in th< fuirties; 
we are aware of it today as plans *r our longer 
range economy are being bluepri:.-ed. 


Problem of the Future 


The problem confronting the architects of our 
future is whether conditions that in the past gave 
rise to the cry for increasing economic protection 
of the people are likely to apply to the kind of 
economy that will emerge from our postwar ex- 
perience, and if so, what steps shall be taken to 
steer our development into channels of more con- 
structive effort. Our experience with public-spon- 
sored security has been short and inconclusive; of 
needs, we have come to the conviction that no de- 
vice of state-ordained economic protection can pro- 
mote true social security. Instead, we have found 
that the underlying economy is at all times the 
ultimate governor of its course and scope. The 
stronger and healthier our economy, the greater 
the economic security of the people. In the last 
analysis, the best security comes from a steady job 
at good wages for the worker. But to provide this 
highest type of security, it is above all necessary 
to create conditions which are conducive to a fully 
productive economy. It is a goal that calls not only 
for the highest type of industrial statesmanship, but 
for realistic Government planning and constructive 
official action as well. 

It is fallacious to believe that all that is needed 
to insure full employment is for the Government to 
guarantee it. The full employment concept now 


THE MAGAZINE OF WALL STREET 















ee ee a ee a 


Py sh | mae ClO 


as 


¢ 
, 
( 
I 








ould 
n of 
lexi- 
| = 
ring 
yy in 


men- 
1 se- 
the 
ain 
ties ; 
nger 


our 
gave 
ction 
d of 
 eX- 
n to 
con- 
spon- 


) de- 
pro- 
ound 

the 
The 
ater 
last 
7 job 
this 
sary 
fully 
only 
, but 
ctive 


eded 
nt to 
now 


EET 











so much in the foreground can per se 
not solve the unemployment problem, 
nor the problem of economic security. 
Unemployment compensation can pro- 4 


PAYMENTS UNDER RELIEF & SECURITY PROGRAM 








vide subsistence but certainly not secur- 
ity in the proper sense of the term. 
True, courageous and properly drawn 
full employment legislation aiming at 3 
maintenance of public confidence in the 
continuing prosperity of America can 
be a potent force toward stabilizing an 
economic system that otherwise tends 
toward drastic cycles of booms and de- 
pressions. But the issue of Government 
responsibility in achievement and main- 
tenance of a stable economy and a truly 
high level of employment is of such vital 
importance that it should be faced 
squarely and not avoided by the timid 
device of gestures towards those fac- 
tions that manage to exert the heaviest 
pressure. 

There is merit in declaring forthrightly for full 
utilization of the nation’s capacity to produce and 
to consume—and hence to employ. There is merit 
and realism in recognizing that Government has be- 
come a major influence in the economic life of the 
nation. There is merit in placing Government in- 
fluence openly and consistently into the current of 
economic forces. But above all, there is merit in, 
and urgent necessity for, recognition that industry 
can thrive only under the stimulus of free enter- 
prise; that we can face a brilliant future only if 
Government provides the climate in which enter- 
prise can remain dynamic and competitive. 

The idea that people can be maintained by their 
Government seems to be based on the great illusion 
that free human endeavor can be severely curbed, 
even destroyed, while political democracy is pre- 
served, But experience the world over has proved 
that this is not so. When in time, most people lean 
on Government, all the people stand to lose some if 
not most of their freedom. Even for those who 
prefer to lean on themselves, the opportunity to do 
so increasingly shrinks. The interdependence of 
economic and political freedom is basic and obvious. 
You cannot curtail the former without impairing 
the latter. 





BILLION DOLLARS 





Ramifications of Public Security 


The vast ramifications and important implications 
of the concept of publicly sponsored security make 
it probable that the final answer as to its true merit 
and workability will be given neither by the em- 
ployer nor by the employee but by the nation as a 
whole which must bear the cost, and the conse- 
quences. The kind of social security that may bring 
gain to the worker will not necessarily benefit the 
enterpreneur but rather stifle his progress. On the 
other hand, a system that temporarily may be to 
the advantage of enterprise might not be desirable 
for the people. Only what will permanently make 
for progress, growth and future welfare of the na- 
tion will ultimately turn out to the benefit of all, the 
only true criterion. 

Fact of the matter is that we can hardly provide 
more jobs, better wages and greater opportunity 
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for all unless we nourish and support these dynamic 
forces of human energy and initiative which have 
made our nation great in the past. It means that we 
must not only keep at work but furnish the requis- 
ites for enlarging the scope of productive work as 


well as the return derived from it. Except in a 
purely collectivist economy, the profit motive is still 
the greatest driving force in the direction of prog- 
ress and economic security. We must expand op- 
portunity and create new wealth rather than restrict 
opportunity and redistribute wealth. But we can 
hardly do that by dogmatic adherence to a concept 
of social security that at all times is to take pre- 
cedance over purely economic and financial con- 
siderations, that ignores the tremendous cost in- 
volved through its priority over economic needs in 
that it ignores the effect on the nation’s economy 
of meeting such cost. In other words, we cannot 
spend ourselves into prosperity and security for any 
length of time; sooner or later there will be a pain- 
ful reckoning. 


Social Security Desirable 


Thus while there is hardly any doubt as to the de- 
sirability of social security as a fundamental princ- 
iple, one may question the wisdom of the proposed 
mechanisms, The net cost may become so high as 
to render impotent the productive forces of our 
economy, and the Government’s power may become 
so great as to lead to further restriction of free 
enterprise. In either case, the results would be 
highly disappointing, if not worse. Wrongly-con- 
ceived attempts to establish a “floor” of protection 
ultimately may determine our whole system of pro- 
duction, and instead of solving our problems, it may 
create new and more serious ones. The plan may 
defeat the purpose. 

We must not forget that. the entire concept of 
publicly sponsored economic security for the people 
is largely an untried formula, an experiment. In 
pondering the matter, we must consider not only 
what it will do for the people but also what it will 
do to the people and our economic system which 
despite its shortcomings has made us a great and 
prosperous nation. We (Please turn to page 364) 
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By WARD GATES 





HE CAPITAL STRUCTURE of any company is . 
ate as sound as the ability of that company to Beeeviiie sti CAPITAL 


produce earnings in sufficient volume to support it. 
A company able to meet the interest on its debt and 
pay a reasonable dividend to stockholders may be 
said to be soundly capitalized. That may be quite 
true as far as it goes but actually a good earnings 
record is indicative of a capable management and is 
not necessarily the end-product of capitalization. 


For this reason, what a company is able to earn 
on its capitalization is a measure of its success. It 
is a measure of the success with which management 
has invested its corporate capital in plants, machin- 
ery, distributing facilities, inventories, etc., and the 
ability with which they are utilized to produce 
profits. ABC Company may have funded debt, two 
issues of preferred stock, and a large common stock 
issue outstanding and might be said to be “heavily 
capitalized”. XYZ Company, on the other hand, may 
have only a single stock issue of comparatively small 
size outstanding and be classified as “modestly 
capitalized”. Yet in terms of earnings and dividends, 
it is quite possible that ABC Company may have 
much the better record. The point is that a large 
and possibly complicated capital structure, or a 
comparatively small and simple one is not in itself 
the important factor; but what capitalization, re- 
gardless of its make-up and size, can produce in the 
way of earnings is important. 


The accompanying tabulation presents a cross 
section of American industry showing the average 
percentage of earnings on invested capital in each 
of five significant years — 1929, 1932, 1937, 1941 
and 1944. The year 1929 was the peak year in the 
boom ’20’s; 1932 marked the nadir of depression; 
1937 was the best year in post-depression recovery; 
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1941 was the year just prior to an all-out 
war economy; and 1944 was a year which 
was dominated by war and all of its corollary 
factors. 

In each industrial group a number of rep- 
resentative companies have also been tab- 
ulated and a compilation made of the per- 
centage earned on invested capital. A com- 
pany’s invested capital consists of its funded 
debt, outstanding stock issues, surplus and 
contingent reserves. The percentage of earn- 
ings has been computed after deduction for 
taxes, but before interest charges. 

In making comparisons between companies 
in the same industrial grouping, the reader 
will at once note that some companies bet- 
tered the showing for their group as a whole, 
while others did not do as well as the av- 
erage. It would be superficial, however, to 
conclude on the basis of this evidence alone 
that management in one case is superior, and 
in another lacking in vigor. It would be il- 
logical, for example, to compare a company 
engaged in the manufacture of cement with 
another company manufacturing heating 
equipment, although both companies in- 
dustrially are classified in the building group. 
The validity of these industrial comparisons, 
however, lies primarily in the fact that they 
do reveal certain definite trends and patterns. 

Of the twenty-one industrial groups tab- 
ulated it is particularly noteworthy that only 
six reported any earnings in 1932. The show- 
ing of two of these groups, Air Transport 
and Distillers, cannot be accepted as a reli- 
able criterion, for in 1932 these were both 
new industries and the compilation of neces- 
sity was limited to only several companies. 
Food Products, chemicals, oil, and food and 
variety chains comprised the other four. Of 
these the best showing in 1932 was made by 
the food and variety chains, with an average 
of 9.8 per cent earned on capitalization. The 
chemical group showed an average of 7.3 per 
cent, followed by food products with 5.9 per 
cent, and oil with 2.8 per cent. 


Food and Variety Stores 


The ability of food and variety stores to 
offer marked resistance to the debilitating 
influences of one of the most severe depres- 
sions in history may be attributed to a num- 
ber of basic factors characteristic of this in- 
dustrial group. For one thing, this group 
was not burdened with a heavy funded in- 
debtedness. It was also favored by a heavy 
turnover, a condition which enabled individ- 
ual companies to reduce inventories and oth- 
erwise “shorten sail’? promptly and effective- 
ly. In the case of the food chains, the es- 
sential nature of their products, and in the 
case of the variety chains, the average low 
price of merchandise retailed were stabilizing 
factors. 

The favorable showing of the chemical in- 
dustry during the depression was made pos- 
sible not only by the wide diversity of output 
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1929 1932 1937 
Air Transport Industry Average... 5.0% $ 65% 
(Based on I co. in 1929; 2 cos. in 1932; 6 cos. in other yrs.) 


American Airlines 2.5 

Pan-American Airways 5.0¢ 5.2 2.6 

Transcon. & Western Air, Inc. _. 7.9 19.1¢ 
Aircraft Industry Average 10.9% 207% FIG 


(Based on 4 cos. in 1929 and 1932; II cos. in other yrs.) 


Curtiss-Wright Corp. . =. (a 1.8 6.9 
Douglas Aircraft Co. a SEF 5.8 10.0 
Lockheed Aircraft Corp. 5.8 
Martin (Glenn L.)..... 1.2 4.8 13.9 


Auto Parts Industry Average 18.2% 3.8%¢ 18.8% 
Based on 17 cos. in 1929 and 1932; 18 cos. in other yrs.) 


Borg-Warner Aad 2.0¢ 21.6 
Electric Auto Lite 40.6 10.0 16.7 
Motor Wheel Corp. 23.5 13.1 16.4 
Timken-Detroit Axle . 8.2 6.9} 12.1 


Automobile Industry Average 18.9%, 8.4% ¢ 


927, 
(Based on 6 cos. in 929 and 1932; 9 cos. in other yrs.) 


Chrysler Corp. . = 13.3 6.94 33.8 
General Motors 28.1 .02 19.9 
Packard Motor Car Co. 36.4 13.5$ 6.7 
Mack Trucks .... V.t 3.2t 3.5 
Building Industry Average 12.0% ZOE. (23% 
(Based on 14 cos. in 1929; 17 cos. in other yrs.) 
Flintkote Co. _—=— the 11.6 
Lehigh Portland Cement Co. 5.2 4.44 3.6 
American Radiator & S. S. Corp... 1.4 3.6$ 5.6 
National Lead .......... : 10.2 3.3 5.3 
Johns-Manville Corp. 17.1 7.94 11.5 
U. S. Gypsum Co..... 8.1 2.7 8.7 
Yale & Towne Mfg. Co. 9.8 4.7} 8.0 
Chemical Industry Average 19.5% 73% 323% 


(Based on 11 cos. in 1929 and 1932; 12 cos. in other yrs.) 


Allied Chemical & Dye 11.4 4.2 Id 
duPont (E. |.) de Nemours.......16.5 5.0 13.4 
Hercules Powder . : $6.0 2.6 10.5 
Commercial Solvents . 31.8 14.0 7.9 
Columbian Carbon ...... 2 WZ cS 15.6 
Texas Gulf Sulphur... 5 B.6 19.9 19.8 


Coal Industry Average 7.9% 3.4%* 3.6% 
(Based on 3 cos. in 929; 6 cos. in 1933 and 1937, and 7 cos. 


Consolidation Coal Co. 2.1 
Glen Alden Coal Co. es 3.3 2.0 
Lehigh Coal & Navigation PE 2.6 1.5 
Distillers Industry Average 9.0% 2.4% 14.4% 
Based on 3 cos. in 1929 and 1932; 4 cos. in other yrs.) 
Distillers Corp.-Seagrams 13.0 3.9 11.5 
Schenley Distillers Corp... sn 15.0 


Electrical Products Industry Aver...22.0% 
Based on 8 cos. in all yrs.) 


5.7%t 204% 


Maytag Co. ..... 58.7 1.3 27.3 
Radio Corp. of America............18.7 1.2¢ 13.3 
General Electric ee ncccnecnennnl 6.0 4.1 19.0 
Westinghouse nn cccccccncnnn nt 1.8 4.6} 11.7 
Food Products Industry Average... 16.8% 5.9% 8.6% 
(Based on 7 cos. in all yrs.) 
California Packing .. wal 14 7.8¢ 6.2 
Corn Products Refining Co.........14.0 7.9 79 
General Foods ............... 32.6 17.5 15.3 
United Fruit ___......... ccs Cee 3.6 7.0 
Machinery (Agric.) Indus. Aver....11.0% 9.2%$ 10.7% 
(Based on 6 cos. in all yrs.) 
Allis-Chalmers Mfg. Co... 8.1 3.2 -9.2 
International Harvester 10.8 2.3 9.0 


j—Deficit. 


**__Not able to compute from available data. 
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Ratios of Earnings on Invested Capital by 
Representative Industries and Companies 


% EARNED ON INVESTED CAPITAL 


1941 1944 
7.6% 13.0% 
16.6 20.6 
10.8 45 
5.0$ 17.0 
37.4% 27.6% 
48.4 22.6 
53.0 15.4 
27.8 16.6 
25.0 35.4 
20.4% 16.4% 
20.2 17.0 
18.4 15.3 
18.0 12.5 
30.6 17.9 
12.4% 12.6% 
20.5 14.7 
19.3 12.4 
9.0 8.7 
10.2 10.8 
12.0% 7.9% 
11.2 7.0 
6.2 2.9 
7.8 6.8 
6.6 5.5 
14.5 9.9 
10.7 6.9 
9.1 75 
11.9% 10.4% 
10.4 8.1 
13.7 9.8 
5.6 8.8 
12.7 1.3 
12.2 9.6 
15.9 17.0 
6.9% 8.5% 
1941 and 1944) 
5.5 6.7 
4.0 5.5 
43 6.6 
11.2% 14.7% 
11.6 15.3 
9.3 19.3 
20.6% 15.0% 
19.5 14.9 
10.9 11.3 
15.7 13.6 
9.3 9.4 
12.6% 8.9% 
8.9 5.3 
12.6 8.4 
17.7 12.2 
9.0 8.0 
10.6% 6.8% 
8.0 9.6 
9.4 5.7 


*Figures in the Coal Group are for 1933. 
(CONTINUED NEXT PAGE) 
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Ratios of Earnings on Invested Capital by 
Representative Industries and Companies 


(CONTINUED FROM PRECEDING PAGE) 


°% EARNED ON INVESTED CAPITAL 


1929 1932 1937 
Machinery (Ind!) Indus. Aver. 14.9% 9.0%$ 17.3% 
(Based on 14 cos. in 1929, 15 cos. in 1937, 20 cos. in other yrs.) 
American Chain & Cable 13.2 14.5¢ 16.7 


Food Machinery . 15.8 1.1 15.1 
Caterpillar Tractor . 27.0 2.7t 20.2 
Fairbanks, Morse & Co. 7.4 8.4} 9.1 
Worthington Pump. & Mach. 9.1 7.1 8.3 
Motion Pictures Industry Average 18. 35 11834  -8.8y, 
Based on 6 cos. in 1929, 5 cos. in _ 10 cos. in ae 
Kodak 14 4.6 14. 
piace ‘ : : ee 2a 6 6§3S 
Technicolor, Ine. .... 24.0 4.5t 6.6 
Warner Bros. Pictures, Inc. 13.6 4.7} 6.9 
Office Equip. Industry Aver. 17.8% 974 1617, 
(Based on 7 cos. in all yrs.) 

International Business Mach... 18.3 14.7 12.2 
Remington Rand 11.3 3.5} 13.4 
Oil Industry Average 10.1% 207, 103%, 

(Based on 21 cos. in 1929, 23 cos. in other yrs.)! 
Atlantic Refining . 11.5 3.1 6.3 
Gulf Oil . 11.8 2.1 8.1 
Phillips Petroleum 11.0 2.0 12.6 
Shell Union Oil . 4.9 3 6.6 
Standard Oil of N. J. 9.7 1.5 15 
Texas Co. . 9.0 9 10.4 
Railroad Equip. Indus. Avge. 8.7% B74. F727. 
(Based on 12 cos. in all yrs.) 
Pullman, Inc. . 6.3 1.4 5.1 
General Amer. Transp. 10.3 4.2 6.2 
American Locomotive 6.8 5.1 11.1 
Westinghouse Air Brake 14.2 2.5 13.7 
Retail Trade—Dept., Mail Order, 
Apparel Stores Indus. Avge... 10.5% 69% “SSS. 


(Based on 12 cos. in yrs. except 1944, which is based on 13 cos. 


Sears, Roebuck & Co. 15.5 1.5 12.5 

Allied Stores Corp. 8.7 8.0¢ 7.1 

Macy (R. H.) & Co. 14.1 4.3 5.3 

May Dept. Stores 8.5 1.6 9.9 
Retail Trade—Variety, etc. 

Industry Average 17.8% 987, -1ay, 


Based on 12 cos. in 1929 and 1932, 14 cos. in other yrs.) 


Woolworth (F. W.) Co. 225 139 156 
Waldorf System, Inc. 15.9 2.0 8.8 
Great Atlantic & Pacific Tea 22.0 14.5 5.8 
Walgreen Co. 18.6 11.8 11.6 
Steel and Iron Industry Avge. 9.5% 2135 “66% 
(Based on 9 cos. in 1929, 10 cos. in other yrs.) 
Republic Steel Corp. 3.5¢ 4.6 
U. S. Steel Corp. 9.9 3.2$ 5.6 
Inland Steel Co. 13.2 1.3 10.6 
National Steel Corp. 10.2 2.6 12.0 
Textiles and Apparel Indus. Avge. 6.2% 5.2%¢ 68% 


(Based on 10 cos. in 1929 and 1932, 12 cos. in 1937, 13 cos. in 


Cannon Mills 12.4 1.5 6.0 
Kayser (Julius) & Co. 12.7 7.4t 9.3 
Celanese Corp. of America 8.5 3.0 9.8 
Burlington Mills a 7.4 
American Woolen 3.9¢ 11.3 2.3 
Bond Stores . oust ies 20.4 
Tire and Rubber Industry Avge... 7.0% at 567; 
(Based on 6 cos. in all yrs.) 
Firestone Tire & Rubber... . 5.0 4.2 7.6 
Goodyear Tire & Rubber......11.3 17 5.9 
U. S. Rubber Co. 3.1 4.2t 13 


}—Deficit. 


1941 1944 
19.9% 13.8% 
17.7 12.7 
14.9 26.0 
15.6 13.0 
13.0 14.8 
11.8 20.6 
10.2% 12.3% 
13.4 11.7 
10.1 11.4 
12.6 9.8 

6.7 9.6 
15.4% 9.6% 
12.6 11.9 
15.9 13.0 

9.3%, 11.0% 
12 ws 
8.9 10.1 
8.3 fs, 
7.1 11.4 

10.9 10.1 
9.9 8.4 
8.5%, a7%, 
5.8 7.5 
5.2 4.2 

11.4 13.0 
2.0 10.8 
9.1% 8.8% 

) 

12.5 10.4 
9.4 14.1 
4.2 5.8 
7.4 10.2 

1.7%, 9.5% 
11.5 9.7 

9.4 14.3 
10.2 7.8 
13.0 13.5 

8.7% 5.8% 

9.6 5.4 

8.7 5.3 

10.7 7.1 
8.9 5.6 
12.1% 8.5% 

other yrs.) 
of ; 

5.6 13 

10.2 7.5 
14.0 ay 
14.8 10.6 
20.0 10.7 
12.1% 11.2% 
11.5 10.5 
12.4 10.9 
10.5 12.2 


**__Not able to compute from available data. 


*—Figures in the Coal Group are for 1933. 














sustained by both consumption and semi-dur- 
able demand, but the flexibility of the in- 
dustry stood it in excellent stead. A com- 
paratively low overhead and wage factor in 
relation to the product value of the chemical 
industry made it possible for most major 
companies to make prompt adjustments to 
meet depression conditions. 


The Oil Industry 


The major factor in the showing of the oil 
industry was the well sustained demand for 
all petroleum products. In fact it was sus- 
tained volume which was the common de- 
nominator in all four of these industries. 

We are not now confronted with the pros- 
pect of a depression, but a postwar boom 
which promises to attain historical propor- 
tions with volume spreading over the entire 
industrial structure. The 1932 depression 
demonstrated what can happen to earnings 
under the impact of reduced volume. With 
volume the big feature of the postwar pros- 
pect, we shall undoubtedly witness some 
marked changes—for the better—in capital 
earnings, particularly where there exists a 
large deferred demand. 

Examination of the tabulation will show 
that seven major industrial groups showed 
a larger percentage of earnings on capitaliza- 
tion in 1944 than in both 1937 and 1941. In- 
cluded are motion picture producers, oil, rail- 
road equipment, air transport, automobiles, 
coal and distillers. The showing of these 
groups is significant in that it indicates that 
a number of companies were able to meet 
the wartime problems of rising wage and 
materials costs and greatly increased taxes, 
and still enlarge upon their capital earnings. 
In each instance, the principal factor which 
made this showing possible was substantially 
greater volume. With a marked lowering of 
taxes on the one hand, and well sustained 
volumes on the other, the post war showing 
of these groups should be even more impres- 
sive. 

It is not meant to imply that other in- 
dustrial groups do not hold equal postwar 
promise. Even a cursory examination of the 
tabulation will reveal a number of groups 
which show a good percentage of earnings 
on capitalization, despite the heavy impact 
of wartime restrictions. None showed a 
deficit. But it would appear to be a valid 
assumption that the group of industries 
which were able to improve upon their best 
pre-war showing in the face of adverse cir- 
cumstances will continue to do better than 
the average in the period ahead. With vol- 
ume high, they should do exceedingly well; 
but if for some unforseeable reason volume 
is only fair, profits in these groups should 
be well maintained. 

Only three groups were able to better their 
1929 showing in terms of percentage earned 
on capitalization. As might be surmised 
these were air (Please turn to page 362) 
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Expanding 


IVILIZATION has been rudely awakened by the 

crash of atomic power to a realization of danger 
from too much knowledge, yet never did scientific 
horizons expand more rapidly than today. Compared 
with a century of progressively spectacular inven- 
tiveness and discovery, time itself has been shat- 
tered by the eruption of an integral second. Chief 
problem in a war-torn world now is to reconvert 
knowledge from its detour into fields of destructive- 
ness back to beneficent channels for the gain of all 
mankind, and just how to do this is a matter of 
international negotiations. At home, the Govern- 
ment is wisely urging immediate steps to coordinate 
and foster research as never before in history, not 
only as a defensive measure but as constructive 
means to establish a prosperous economy for all 
segments of our population, in line with the over- 
all postwar program. 


Pending Bills 


In prompt response to President Truman’s special 
message to Congress on this subject some weeks 
ago, several bills have been drawn up in the Senate 
to implement his proposals, their similarity in many 
respects leading to joint hearings by the Senate 
Military Affairs and Senate Commerce Committees. 
To date, many of the country’s leading scientists, 
educators, business organizations and Government 
officials have expressed their views, with opinions 
near-unanimous on most of the basic principles in- 
volved, although views differ widely upon certain 
details under discussion. Indubitably, some well con- 
sidered program appears certain of Congressional 
passage and substantial appropriation will be voted 
to assure its broad application to promote the na- 
tional health, defense, full employment and business 
expansion. 

Looking back, we find that fifteen major indus- 
tries now employing many millions of workers have 
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Underwood and Underwood 


- + » Government INDUSTRIAL RESEARCH Program 


By NORMAN T. CARRUTHERS 


sprung up since 1880 and in every case research 
has been responsible for their birth and develon- 
ment. The automobile industry alone now provides 
employment for one out of every seven persons in 
the nation, directly or indirectly, and due to war- 
stimulated science, employment will make strides in 
the fields of electricity, chemistry and physics. 
There is hardly an industry that has not been 
spurred into feverish development of new techniques, 
new materials and new ideas still in the dream stage, 
and every day plans are announced for allocation 
of huge capital sums for construction of modern 
laboratories. Even in 1940, outlays for research by 
private industry totalled $232 million; in postwar, 
such expenditures will soar. 

Chances are that a new National Research Foun- 
dation soon will have at least $37 million to spend 
for its first year and later as much as $125 million 
annually to supplement and bolster the efforts of 
private industry and scientific schools to hasten the 
advance of discovery. The various departments of 
Government long have contributed to medicine, 
agriculture, minerology and military science. During 
war years, the Office of Scientific Research de- 
veloped the atomic bomb, the “duck” tanks and a 
long list of improvements which helped win the war. 
It is hoped that hereafter, peacetime discoveries and 
financial aid can flow forth from Washington to co- 
operate with privately organized science in sustain- 
ing our superiority in “know how”, and to spread 
the benefits among smaller business concerns nor- 
mally unable to afford adequate sums for research. 


Unsolved Problems 


Among problems yet to be solved is the question 
of setup for the proposed Foundation. Contrary to 
provisions in the various bills now in Committee 
hands, most scientists and industrial organizations 
advocate management and (Please turn to page 355) 
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Happening tn Washington 





WAR VETERANS returning to communities which 
already had shortages of living quarters are effect- 
ing a transfer of the investment in wartime emer- 
gency housing from the federal government to states 
and cities. The National Housing Agency found 
itself with thousands of demountable and temporary 
dwellings on its hands at war’s end—whole com- 
munities built for civilians near war plants. Problem 





WASHINGTON SEES: 


The federal government is about to embark 
upon a program of competition with private in- 
dustry which, for once, should prove healthy to 
both. Washington is in the processes of adjusting 
upward the salaries of top officials to bring them 
more into line with those paid executives of com- 
parable responsibility outside government, and 
check the flood of separations from the service 
here. 


End of the war production program was marked 
by an exodus of topflight industrial and business 
executives who had carried on for four years at 
nominal salaries, or none. During the war period 
they were taken pretty much for granted; now 
they're being missed. But the low-pay condition 
of the federal payroll was more sharply drama- 
tized when Daniel W. Bell, Undersecretary of the 
Treasury, resigned to enter private business at 
trebled salary. Bell was regarded by many to 
have been the best equipped fiscal officer, ability 
and physical stamina both considered, to have 
served here in many years. Secretary Vinson now 
is looking for a $25,000-a-year man to fill Bell’s 
old job which has a top salary of $10,000. 


Government service long has been regarded an 
ideal avenue to experience and “contacts,” and 
an interesting adventure for men of independent 
means. Congress now aims to make it an inviting 
career for able men who will remain on the job. 

The legislation which will increase pay of top 
executive and legislative posts will add ONE 
nickel to the annual direct or indirect tax paid by 
each individual in the country. 











By E. K. T. 
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of how to dispose of them speedily and with mini-| 
mum of loss has been solved. States and cities were} 


offered the units at fair market value, purchaser} 
to pay costs of dismantling and moving. The in-f 
dication is every unit will be sold without delay. 


SIGNIFICANT are the unpublicized conferences in 
progress in London. Participants have been the 
British, Dutch, Belgians, and ourselves. Under dis- 
cussion have been international commodity agree 
ments. These agreements are entirely separate from 
any loan or international trade conversations, and 
will not wait. Rubber is involved; but the United 
States can use its synthetic production as a club 
there. Tin, too; and there this country must dicker 
if it is to have access to the 40,000 tons stockpiled 
in the Far East. Supplies on hand here aren’t suf- 
ficient to get well into reconversion. 


SENATE hearings on rye which have just gotten 
under way promise to develop fireworks and clear 
the air of rumors and gossip that have been current. 
Charges will be made that Department of Agricul- 
ture showed preference in its rye purchases and had 
OPA assistance in depressing prices to farmers. 
The result, it is claimed, has been removal of the 
incentive to plant this crop. Senators from the pro- 
ducing states are on the march. 


PHILIPPINE sugar situation is showing no signs of 
improvement. It may even grow worse, according 
to word trickling into the War Department. With 
MacArthur’s landings, high hopes were held for 
early import; instead, we must export to the islands 
this year and possibly next. The 1946-1947 could 
run as high as 400,000 tons under current estimates. 
Black markets and diversion to alcohol have been 
principal factors in the changed picture. A govern- 
ment decree against diversion has had no noticeable 
result. One ton of cane converted into sugar brings 
the Filipino farmer 14 pesos at ceiling price; if con- 
verted into alcohol, it brings him 1,320 pesos. 
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There is no hope -- in fact, very little congressional 
desire -- for a genuine labor legislative program on Capitol Hill. 
The two parties are far apart on almost everything except the bare 
declaration that industrial strife must end. But the republi- 
cans look to the White House to accomplish that result; the 
democrats feel "things will work out eventually." 














Political reason behind that variance in approach is 
easily understood: as of today, the democratic members coming up 
for re-election would have PAC campaign support and have capital 
to make out a policy of "hands off"; the republicans, except in 
Scattered instances wouldn't have that support, have nothing to 
lose. 

















Democrats refuse to admit the labor-management conference 
was a flop. Said a house labor committee spokesman: "The fact one 
was held is a step in the right direction. The object was to find 
the problems, know what they really are. Now they aren't working in the dark." 











House labor bloc is defying its "enemies" to bring out the drastic anti- 
strike legislation which has been introduced, referred to committees, and halted 
there. Confidence is expressed management will send the word down to lay off, not to 
open the subject up for compensating legislation which would hit employers. 

















Agitation for decentralizing industry and populations refuses to down. 
Senator McMahon of Connecticut, coming fron the populous and industrialized east, 
has managed to sit on the McCarran Committee renewal resolution (he's chairman of the 
sub-committee tc decide its fate) and the study of ways and means to move facilities 
westward has bogged down. 














New impetus is being given, however, by what appears to be one-man campaign 
of J. A. Krug, former WPB chief, who says: "If certain eastern industrialists persist 
in blocking industrialization of the west and south, they will ruin not only them- 
selves but the national economy as well." 





























Government, Krug pleads, should see that war plants now being closed in 
normally nonindustrial regions are converted "somehow" to the purposes of peace, 
maintained until they can stand on their own feet. Shadows of unemployment, he 
counsels, already are falling across 17 western states, representing 21 per cent of 
the nation's population but only 17 per cent of the United States manufacturing 
capacity. 

Expected attraction of the aviation industry among returning veterans is 
developing. While increasing number of GI's who want to go into business for them- 
selves is worrying the Veterans Administration, those who have job preferences seem 
to be picking occupations to which they can "reconvert" war-gained skills without 
difficulty. 









































Great majority of servicemen plan to go to work as soon as they can find jobs 














Society. Almost as many of those who noted their aspirations want to be mechanics 
as aim at the engineering grades. 
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Source of airplane sales. Purchase within the next few years is planned by 36 per 
cent of those interviewed, and they expect to pay between $500 and $15,000 for a plane, 
with the majority fixing a top of $2,000. More than one-half intend to buy for 
pleasure and business use other than commercial flying. 


























Newspaper publishers, with indorsement of Civilian Production Administra- 
tion, are embarking upon interesting experiment in mutual aid despite warnings that 
ambitious attorneys in the Department of Justice may move in. They're setting up 
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paper pools to insure small dailies they won't suffer loss of newsprint by reason of 
cancellation of the WPB paper control order. 


With white paper the principal raw material of a newspaper and its availabil- 
ity an important factor in the competitive pattern, the effect of the publishers’ 
plan is to preserve the competitive status quo. No provision has been made to supply 
newcomer who might wish to enter the field. 
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Congress has broken down into two factions on the British credits question, 
and they aren't political. On the one hand is the group which states frankly it 
"wouldn't give England the time of day," and is demanding a quid pro quo such as 
islands or bases. 




















accruing to the United States and view the credits program as a business proposition. 
But even the latter has some misgivings, principally about amount, and waiver of 
interest. 














Major advantage pointed out is break-up of the sterling bloc within one year. 
Major apprehension still is that the money will flow too rapidly into United States 
markets, invite inflation. State and Treasury Departments, ears close to the 
ground, have sent assurances to congress that there'll be a hand on the financial 
tap controlling the flow. But some congressmen are asking just what the tap will be, 
who will hold it, where? 




















Secretary Anderson is occupying one of Washington's hottest seats, all 
because of farm pricing. Resistance to any lowering of wartime levels is intense 
and it's taking legislative form, which ties his hands. 











If, as forecast, quotas and acreage allotments are cancelled next year, crops 
of runaway size are certain to follow. This brings into the picture the processors 
and the banks which must finance the processors purchase of crops. And they're 
sharpening their pencils. 























Ahead seems to be the first serious gamble of the postwar agriculture period. 
Too much production at too high prices, is the bankers' plaint. Result is likely to 
be a February announcement of new policy -- extension of price support or underwriting 
by the government to stabilize prices and markets through the processor. 


























Such a policy decision will have wide implications throughout the food 
industry. It could be applied to canners all down the line since their pack comes 
primarily out of the soil, fish being secondary. And it would have important impact 
upon the Department of Agriculture: thereafter USDA would be required to broaden 
its horizon, consider the problems of the processor and distributor as well as the 
farmer -- and each in its relation to the other. 


————— Oo ——————————— 














Success can be an awful headache at times, Foreign Minister Bevin admitted 
in descriptive, if not diplomatic, language in the course of his Washington visit. 
That was by way of introducing the subject of the last British election in which 
Bevin's labor party was swept into power, overthrowing the Churchill government. 











laborites didn't expect to win, hadn't planned it that way, and weren't (still 
aren't) ready for victory. The party leaders have absolute faith in their nationali- 
zation program but didn't regard the time right, wanted Churchill to carry on fora 
while. 




















But cool heads don't run through the rank and file of the party and action is 
demanded now. The party cannot deliver now. When that fact becomes obvious, dis- 
appointment will turn gradually into resentment, make the election success a costly 
one to the party. Bevin isn't happy about the whole thing. 
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Opposing efforts of President 
Truman to settle labor strife 
are Philip Murray, CIO, Wil- 
liam Green, AFL, and John L. 
Lewis, UMW. 


ESPITE PRESIDENT Truman’s intervention in 

the labor situation, the outlook for early settle- 
ment of existing disputes and particularly of the 
crippling General Motors strike is not very promis- 
ing. The trouble is that wages are not the only 
problem. Rather, the wage question as such is per- 
haps one of the least fundamental issues that have 
labor-management relations mired and are proving 
a serious obstacle to smooth transition. 

Wages constitute the big surface issue but be- 
hind the question of higher wages stand far larger 
issues that touch deeply upon established American 
business practices. Primarily, these revolve around 
management prerogatives and union responsibilities. 
They are the deep-seated issues that were respon- 
sible for the failure of the recent Labor-Manage- 
ment Conference, a gathering that was so hopelessly 
split that it didn’t even get to first base in discussing 
some plan to settle labor disputes, its avowed ob- 
jective. Reluctantly, the President had to act; he 
asked Congress to enact an industry version of the 


Railway Labor Act and to set up fact-finding 
machinery to consider the automotive and steel 
disputes. 


Hesitation in White House 


The very delay that preceded White House inter- 
vention is indicative of the hesitation with which 
the President injected himself into the muddled 
labor situation. Essentially, it was a last resort 
move designed to snatch the legislative ball away 
from a Congress that was all ready to draft and pass 
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upon drastic curbs on organized labor. But mild 
as they were, President Truman’s proposals met 
only bitter attacks from labor and little enthusiasm 
on the part of management. 

The reason is that both parties have important 
principles at stake on which they are unwilling to 
yield. Refusal of General Motors to open their books 
to inspection has been one of the principal points 
in dispute between the corporation and the UAW, 
and management generally shares GM’s determina- 
tion to keep operating data a private matter. Labor’s 
main objection to the presidential proposal is aimed 
at the requirement of a strike-free 30 day “cooling 
off” period in which labor sees a definite infringe- 
ment on its right to strike. 


Lined Up for Battle 


Both sides now have squared off for a decisive 
battle, and their unyielding stand on wages merely 
reflects their inflexibility on the deeper issues in- 
volved. Management contends that labor is asking 
inspection of company books not just to negotiate on 
wages, prices and profits but also on future sales 
volume, on such matters as labor productivity, on 
non-labor costs and on corporate reserve policies. In 
short, that labor is intent on narrowing managerial 
prerogatives to an extent that would cut heavily 
into management’s control over business and place 
competitive industry virtually on a public utility 
basis. 

What makes the problem, specifically in the 
General Motors case, doubly difficult is the fact that 
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labor appears to have inextricably intertwined this 
issue with its 30% wage boost demand, seeking ac- 
cess to General Motors books to prove (1) that 
higher wages can be paid, and (2) that higher wages 
must not bring higher prices for automobiles. 
Labor’s theory is that increased public purchasing 
power will expand sales volume and result in more 
profits ever at narrower profit margins. Manage- 
ment contends that rising costs and fixed prices 
have already cut margins; that it is too risky to 
assume much of a further cut simply in the hope 
that labor’s theory (incidentally shared by OPA) 
will work out; that further cuts in profit margins 
should wait until experience shows how much labor 
can produce per man-hour on civilian items—how 
costs, sales and profits actually develop. 
Elaborating on this line of thinking, management 
further feels that if labor succeeds in obtaining in 
this manner a first call on the lion’s share of corpo- 
rate profits, corporate capital and reserves will in- 
evitably dwindle; that it would become harder to 
attract new capital and accumulate reserves; that 
there would remain little incentive for management 
to cut costs and improve products; that it would 
hamstring management 


vity with an eye toward maintaining maximum em- | 


ployment (and maximum intake of labor dues) re- 
gardless of efficiency factors and business condi- 
tions? 

Considering the vital significance of the “larger 
issues”, the wage question itself appears almost 
relatively simple. There is every reason to assume 
that a satisfactory compromise settlement might 
readily be negotiated, say on basis of a 15% or 20% 
increase, were it not for the other issues. Un- 
doubtedly, the 30% wage increase demand of the 
UAW is a negotiable proposition rather than inflex- 
ible demand; the same applies to the steel workers’ 
demand of a $2 daily wage increase. 

But labor leaders, needled by rank-and-file pres- 
sure, stand firmly by their basic argument that 
higher wages and a stronger voice in business op- 
eration will mean more purchasing power and more 
profits. It is readily apparent that neither side will 
back down easily. Despite the President’s inter- 
vention, the battle is likely to continue for some 
time not only on the picket lines but in Congress, 
and in local and national politics. 

As it is, Congress is the only body where Presi- 
dent Truman’s proposals 





in attempts to cut prices 
to go after a larger mar- 
ket. In brief, manage- 
ment’s attitude boils 
down to a defense of the 
most important of its 
prerogatives — to decide 
how profits shall be di- 
vided between workers, 
consumers and investors. 
Another unanswered 
question is: If wages are 
tied to profits in good 
years, how about bad 
years? Will organized 
labor be willing to lower 
wage rates with lower 
corporate earnings or 
will a new battle ensue 
with an eye towards forc- 
ing management to maintain wages even at the risk 
of sustaining operating losses? It is a valid ques- 
tion, for experience has shown that it is far more 
difficult to reduce wage rates in times of poor busi- 
ness than to raise them in periods of prosperity. 
Under the circumstances, it is not surprising that 
management’s attitude has been quite unyielding 
when it comes to the question of “opening the 
books”. Labor is equally determined to gain its 
point; it has gone too far to permit much of a re- 
treat. Both as to goals and techniques, the UAW 
has set a new pattern for the future. If labor fully 
gains its point, it will be tantamount to the first 
step towards socialization of American business. 
Management is keenly aware of this. More par- 
ticularly, it is aware of the threat that labor pro- 
ductivity may progressively deteriorate as unions 
seek, and obtain, a place in the managerial direction 
of business. Among other things, this is what is 
feared: Will the unions, if they are permitted par- 
ticipation in management decisions, use their posi- 
tion to check further increases in worker producti- 
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“NOW SOME TEAMWORK, MEN!” 


found wholehearted ap- 
proval. Briefly, these pro- 
posals call for legislation 
which would cover only 
major disputes in such 
industries as steel, auto- 
mobiles, aviation, mining, 
oil, utilities and commu- 
nications. Whenever col- 
lective bargaining breaks 
down and_ conciliation 
fails, the Secretary of 
Labor may certify to the 
President that interven- 
tion is needed to protect 
the public interest. Such 
formal certification would 
automatically bind labor 
not to strike, and man- 
agement not to alter 
wages or conditions of employment for five days dur- 
ing which the President would appoint a fact-finding 
committee, for another twenty days during which 
the committee would study presentations by both 
parties to the dispute, and for additional five days 
after deliberation have ended. In other words, labor 
is asked to give up the right to strike for a 30-day 
period while the facts of a dispute are being investi- 
gated. Employers would have to submit all books 
and records to investigation—to establish whether 
labor’s demands are justified or not. Government 
would publish fact-finding reports but will not insist 
upon the acceptance by either side of recommenda- 
tions arrived at by the fact-finders. Actually, of 
course, public opinion would be expected to back the 
fact-finders’ recommendations and belief is that 
there would be a general tendency to accept such 
findings, or to resume bargaining on the basis of the 
recommendations made. 


As already stated, both sides are cool to the whole 
idea. Labor doesn’t like the 30-day waiting period, 
fearing this might be just an opening wedge to fur- 
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ther curbs. Management is reluctant to agree to 
more Government inspection of books; it doesn’t like 
to have confidential details of business made avail- 
able to the public. Dislike of the proposed procedure 
is not minimized by the fact that it would be used 
very sparingly—as the President emphasized—in 
small industries or in connection with small labor 
disputes in larger industries. Obviously, if the pro- 
cedure were applied to all disputes regardless of 
their importance, only more confusion would result 
with a further breakdown of collective bargaining. 

Displeasure with the Truman proposals has cre- 
ated sufficient common ground between the con- 
testants in the General Motors case to permit 
resumption of negotiations of a sort, that is expres- 
sion of willingness to discuss matters although so 
far, not much has come out of it, and the strike at 
any rate continues. Labor is heatedly attacking the 
procedure suggested by President Truman, calls it 
“viciously anti-labor and an attack upon labor’s basic 
democratic liberties,” and declares itself “firmly and 
unalterably opposed to any legislation which makes 
strikes unlawful even though for a limited time and 
penalizes strikers through criminal prosecution.” 
“Compulsion to work—regardless of how brief a 
period—is but the first step toward industrial serf- 
dom,” a CIO policy statement declared. And a steel 
workers strike has been called to start January 14 
unless demands for a $2 daily wage increase aie met 
or compromised. 


Uncertain Outlook 


Thus the President’s prescription for labor peace 
seems headed for an uncertain future. Chances are 
that both management and labor will succeed in in- 
fluencing Congress sufficiently that nothing drastic 
may be done in the way of anti-strike legislation 
unless a further serious worsening of the situation 
—such as might come in the wake of a steel strike— 
would make action virtually mandatory if only to 
quiet rising public protests. Otherwise there may 
simply be a continued effort to adjust disputes in 
order to avoid a situation where public demand will 
force Congress to legislate in ways acceptable to 
neither party. 

There is little doubt that fact-finding, if it is re- 
sorted to, will result in wage increase proposals and 
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Both sides now have squared off for a decisive bat- 
tle, and their unyielding stand on wages werely re- 
flects the inflexibility on the deeper issues involved. 


in turn serve as a backdrop for ultimate price rises, 
however slight, according to views of most observers. 
In labor quarters, the hope is that in the General 
Motors case, Government may force both parties 
back to conference and outline a proposed settlement 
that will at least roughly meet with union expecta- 
tions, but such a course appears quite uncertain 
though some sort of official action would appear 
probable. Eventual settlement may come along other 
lines, however. 

Management in its counter-attack against oi gan- 
ized labor has coined a new slogan: “You want union 
security—we want company security.” The Ford 
Motor Company has been successful in dealing on 
this basis with automobile workers, a clever move 
that is bound to have far-reaching effects. UAW has 
actually agreed to financial penalties for workers and 
labor leaders who incite or participate in unauthor- 
ized strikes. 

While such a step is to be welcomed, it is not with- 
out important strategic implications. This strategy 
appears based on the assumption that once a major 
automobile company like Ford has come to terms, 
competitive factors may force General Motors to 
follow suit. In other words, an attempt to break the 
united front of the automobile industry. Despite 
Ford’s formal rejection of the 30% wage increase 
demand, the possibility of such a development can- 
not be discarded. Ford may yet yield on the wage 
issue, though certainly not on a 30% basis, it 
is thought in some quarters; and there is reason 
to believe that UAW will be satisfied with less. Ford 
meanwhile has announced consideration of a plan to 
substitute an annual wage for an hourly wage, the 
former a subject dear to the heart of labor. For the 
automobile industry, this is quite a revolutionary 
idea, one that may well open the way for eventua! 
settlement of outstanding disputes. At least, the 
issue of “company security” as against “union secu- 
rity” has become an integral part of labor negotia- 
tions, designed to strengthen or uphoid management 
rights, to make collective bargaining a two-way 
street, to obtain more latitude for bargaining and 
compromise. It is a distinct step forward in labor- 
management relations. 

At the recent labor-management conference, labor 
representatives have voted with a solid “no” on 
management proposals that legislation to equalize 
the responsibilities of management and labor was 
needed. No agreement could be reached on how to 
prevent a strike, jurisdictional or othe: wise, or how 
to settle one. And the House of Representatives, 
only very recently, by a decisive vote defeated a pro- 
posal to take up a bill repealing the Smith-Connally 
“anti-strike’” Act and substitute sharper provisions 
providing penalties if strikes are in violation of 
union contracts. This action is indicative of congres- 
sional timidity to take up labor problems in deci- 
sive fashion, that is in ways likely to alienate organ- 
ized labor. It highlights the difficulties in getting 
really workable labor legislation through Congress 
though certain factions are all set to do just that. 

President Truman’s fact-finding proposals appear 
to have left labor on the (Please turn to page 364) 
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Climbing the last loop on the mountain rail- 
way to Morenci Copper Mine, Arizona. 


| Rae forces at work during early transition 
appear to have somewhat brightened potentials 
for the non-ferrous metals industry compared with 
less optimistic estimates formed as the war drew 
to its end. Recent reaction of the stock market to 
these changing conditions, terminating the former 
laggard status of this group tends to affirm a re- 
vision of investor appraisals bearing on the industry. 
As the obscurity of outlook following VJ-Day grad- 
ually begins to clear up in the light of actual de- 
velopments, a more intelligent review of the situa- 
tion becomes possible. 

During war years, of course, military needs of 
the United States and British Governments forced 
them to scour the world for such raw materials as 
copper, lead, zinc, aluminum, magnesium, nickel and 
tin, and history has recorded the success of their 
efforts. With mine production throughout the world 
raised to all-time peaks to meet an insatiable war 
demand, an enormous Federal stockpile of some of 
the metals was accumulated by the time hostilities 
abruptly ceased. Additionally, mountainous quanti- 
ties of valuable scrap recoverable from wrecked or 
obsolete planes, ships and military equipment are 
still piling up. Inability of the Government to in- 
ventory its metal holdings without long delay, and 
uncertainty as to its disposal policies along with the 
impact of wholesale contract terminations, early 
chilled the enthusiasm of the producers, for supply 
looked as if it might swamp demand for years. 


War Curbs Removed 


But whereas metal consumption has substantially 
declined, encouragement is found in relief from 
many wartime curbs on the use and distribution of 
metals, and with the termination of war nearly all 
import and export restrictions went out of the win- 
dow. The War Production Board has folded up for 
good, and by the first of January the Foreign 
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Utah copper plant, Garfield, Utah. Ameri- Cushing 


can Smelting and Refinery Co. copper plant. 


Economic Administration, hitherto responsible for 
foreign purchases of metals, will pass out of exist- 
ence. Distribution is no longer hampered by the 
Controlled Materials Plan, which terminated a couple 
of months ago, but shortage of tin, lead and anti- 
mony still restricts their use to the priority class. 

Even the OPA has begun to lift its heavy hand 
from price controls on metals where obvious abun- 
dance in relation to demand assures no inflationary 
price trends. Included in this category are primary 
aluminum, primary and secondary magnesium, mer- 
cury, and certain alloys. The bet as to mercury was 
a safe one, as the price had already declined almost 
50% under the established ceiling, but prices for 
primary aluminum and magnesium held steady after 
controls were lifted. Removal of the ceilings on 
copper, lead and zinc may not come about for some 
time yet, as Congress has made production price 
premiums on these metals non-cancellable until 
June 30, 1946. 

Future Policies 


Signs are also multiplying that definite pronounce- 
ments will soon be forthcoming from Washington 
to clarify its policies as to further stockpiling and 
measures to assist industry in its return to peace- 
time activities by release of Federal metal supplies 
held by the Metals Reserve Corp. By Act of Con- 
gress the MRC is obligated to sell from its holdings 
a quantity sufficient to meet six months’ need of 
industry if normal sources cannot fill the demand, 
but yet to be determined are considerations of price 
or disposal of surpluses. At long last, the Govern- 
ment has completed its inventorv of stockpile ac- 
cumulations to date, so that clavifying announce- 
ments as to its intentions and program may appear 
in the near future. It grows increasingly apparent 
that every effort will be made to dispose of scrap 
accumulated in foreign countries right on the spot, 
and no items in the huge stockpile at home will be 
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permitted to hamper our economic postwar readjust- 
ment. 

Best news of recent weeks perhaps is that civilian 
demand has substantially exceeded previous esti- 
mates, and’ as this trend has reached interesting 
proportions especially in the copper segment, we will 
examine developments in this field first. Domestic 
production during war years reached a level of about 
1 million tons annually, but as this fell short of con- 
sumption by approximately 600,000 tons, imports 
were required to make up the deficiency. Last July, 
however, domestic consumption fell to 79,739 tons 
for the month and on September 30 supplies in the 
Federal stock pile were 508,000 tons. After VJ-Day 
accordingly, the Government terminated all con- 
tracts with foreign producers or held them on a 
month to month basis. Serious manpower shortages, 
which have plagued the mine operators all during 
the war, along with a trend to shift production to 
lower grade ores, caused a decline in raw material 
output to probably not much above 75,000 tons per 
month. 


Fabricators Doing Well 


Interesting as is the picture evolving from these 
variable factors bearing upon supply and demand, 
still more significant are the data applying to the 
fabricators of the red metal. Orders booked by these 
shrank from a high of 205,651 tons in February to 
a low of 58,255 tons in September under the impact 
of heavy military cancellations, but under an influx 
of civilian orders in October new business booked 
soared to 132,586 tons and their actual consumption 
of copper topped 108,000 tons. Quite evidently, 
therefore, considering the enormous demand unfold- 
ing for capital goods and consumer durables requir- 
ing usage of copper, domestic production for some 
time to come is likely to prove inadequate to meet 
the demand. This in turn indicates that the Govern- 
ment stockpile must be tapped and that, following 





prewar experience, substantial quantities of copper 
are likely to be imported in the near future. 

To what extent foreign copper is likely to enter 
the country is as yet indeterminable, for consump- 
tion can not be reliably predicted and the permanent 
level of the Federal copper pool has not been an- 
nounced. Additionally, the utilization of scrap will 
greatly affect the picture. Copper is not only an in- 
destructible material but rather easily recoverable 
from alloys, and the tonnage of scrap accumulated 
is estimated at the colossal total of 2.5 million tons. 
A large portion of this, as previously mentioned, 
may never be returned to our shores, but the sub- 
stantial quantity now in the country presents a 
factor which will have to be handled with gloves. 
By treatment on a large scale, use of this scrap 
should be extensive, tending to minimize the need 
for sizable importations of the metal. More im- 
portant, perhaps, will be the price factor, for the 
Government will wish to cash in as soon as possible 
and yet refrain from unwise competition with do- 
mestic producers. In view of potential demand, it 
would appear that both aims could be achieved in 
due course, and with the Government in a seller’s 
role, less resistance to possible improvement in 
prices might result. 


Big Producers In Favored Position 


While dependence upon customers in capital goods 
and consumer durable fields creates wide fluctuations 
in prosperity for copper producers, and competition 
is keen, low cost production and a high degree of 
integration strengthen the status of certain big 
companies considerably. Among these is Kennecott 
Copper Corporation, the largest domestic producer 
and with important holdings in Chile. A discussion 
of the shares of this concern will be found elsewhere 
in the Magazine; statistics appended herewith will 
provide supplementary information. 

Phelps Dodge Corporation also has an interesting 











Statistical Position of Non-Ferrous Metal Companies 
In Dollars Per Common Share Price 
Book NetCurrent Cash 1936-9 1944 Estimated 1936-9 Current Div. Recent Earnings 
Value Assets* Items Avge.Net Net {945Net Avge.Div. Div. Yield Price Ratio** 1944 EPT 

Aluminium, Ltd. $128.86 NotAvail. $129.93 $13.91 $14.14 $11.50 $1.06 $8.00 68% 11714 15.3 Not Avail. 

Aluminum Co. of America... 37.75 NotAvail. 11.41 3.99 5.46 3.00 50 2.00 3.4 58 10.6 Not Avail. 

American Metals, Ltd. 47.18 $14.99 19.91 2:22 1.68 1.60 1.25 100 2.6 38 22.6 Nil 

American Smelt. & Ref. 44.03 16.21 22.26 5.25 3.88 4.25 3.59 2.50 3.7 66%, 17.2 Nil 

Amer. Zinc, Lead & Smelt. 12.59 5.95 1.25 def .33 83 70 Nil 10 F IY, 13.5 Nil 

Anaconda Copper 65.85 18.89 14.52 2.26 3.62f 3.30 1.19 2.50 5.3 47 13.0 Not Avail. 

Cerro de Pasco Copper 49.04 15.53 12.99 3.15 92 1.00 4.44 2.75 6.1 45, 494 Nil 

Climax Molybdenum 28.42 7.70 6.63 3.08 3.36 2.75 2.02 2.00 5.0 40 1.9) Nil 

Eagle Picher Co. ene) 7: 10.82 6.02 48 1.38 1.20 1.40 “50648 20! 14.8 Nil 

EIOWO SOU ees 43.66 13.29 10.34 6.29 1.77t 1.95 4.71 1.40 48 48 27.1 Nil 

Inspiration Cons. Copper 26.18 4.73 2.91 62+ 1.34 1.10 Nil 1.00 5.5 18 13.4 Nil 

International Nickel 16.79 5.92 5.42 2.55 1.7] 1.40 1.89 1.60 4.2 38 22.3, Not Avail. 

Kennecott Copper... 39.74 18.00 17.96 3.11f 3.59t 3.00 2.24 2.50 4.9 504, 14.0 $18.7 mill._— 
$1.73 per sh. 

Magma Copper 19.71 14.89 12.09 2.60 94t¢ = 1.00 2.50 50 2.1 232 25.0 Nil 

Miami Copper... 25.67 8.24 4.32 A2t -96t 1.20 .04 50 3.7 13'/ 14.0 Nil 

New Jersey Zinc Not Reported 2.75 2.70 2.50 2.88 3.00 4.2 71, 26.4 ~— Not Avail. 

Phelps Dodge 33.40 8.36 1.0 1.45 1.60 1.15 1.41 1.60 4.1 39 24.3 $13.0 mill.— 
$2.57 per sh. 

Reynolds Metals... 19.63 NotAvail. 12.32 7 2.71 2.60 79 1.00 3.3 30 Ht $7.7 mill — 
$7.58 per sh. 

St. Joseph Lead E . 18.75 7.95 7.22 2.30 2.61 2.80 1.62 2.00 3.7 53 20.3 $.24 per sh. 

U.S. Smelt., Ref. & Mining 82.68 NotAvail. 30.19 4.86 73 70 7.62 oe 75 102.7. Nil 

Vanadium Corp. Sects | EO 12.47 9.17 t.57 1.13 90 .60 50 1.5 31%, =28.1 Nil 

*—After prior obligations. t—Before depletion. 
t—Adijusted to reflect premium price plan. **__Based on 1944 net. 
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status as a domestic producer and like its chief com- 
petitor is well integrated. Nearly 25% of copper 
mined in the country comes from this concern’s de- 
posits. Volume is enhanced by manufacture of a 
broad line of rods, tubes, wire, cable and trans- 
formers, increasing demand for which has en- 
couraged the company to start an important ex- 
pansion of facilities. Despite liberal dividend dis- 
tributions for many years past, except in 1932-33, 
working capital has steadily shown improvement 
through retention of earnings, enabling the company 
to announce retirement of all outstanding funded 
debt as of December 15, 1945. This move will leave 
the shares of the company with no senior obligations 
to encroach upon earnings and creates the simplest 
form of capital structure. Since 1937, debt retire- 
ment has amounted to $20 million and working 
capital increased by about $12 million. With net 
earnings per share of $1.75 in 1937, high price for 
the stock was 59%, compared with a recent price 
of 39, producing a yield of 4.1%. Although elimina- 
tion of price premiums paid by the Government may 
contract earnings, the ceiling price for copper, now 
12 cents a pound, also may be raised or terminated 
some time next year. In view of the company’s 
strong cash posi- 


capital during the last ten years, through retention 
of earnings and heavy reserves set up for depletion, 
has soared from $60 million to above $160 million. 
At current dividend rates and a recent price of 47, 
the shares offer a yield of 5.38%. 

In the field of light metals, military demand for 
the use of aluminum in airplanes, floating bridges, 
fuel drums and landing mats, necessitated a seven 
fold expansion in output compared with prewar. 
That this amazing performance was possible was 
largely due to outlays for plant expansion totalling 
over one billion dollars. With $700 million worth of 
surplus plants in the hands of the Government and 
with stockpile supplies of primary aluminum topping 
385 million pounds, a major problem has arisen for 
both Washington and the industry, especially Alu- 
minum Co. of America which prior to the war was 
the sole domestic producer of virgin aluminum. 
Despite the fact that this dominant concern has 
voluntarily and progressively reduced prices through 
the years to an all time low of 15 cents per pound 
to encourage competitive fabrication of the metal, 
that ample supplies of bauxite exist and that the 
Government-owned facilities now exceed those of 
ALCOA, official pressure has been brought upon 

Congress to dis- 





tion, volume poten- 
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Activities are wide- 
ly diversified 
through complete or 
partial control of 
numerous’ other 
companies here and abroad, including some of the 
most important zine producers, a string of custom 
smelters spread over the United States, and the 
largest copper and brass fabricator in the country, 
American Brass Co. Huge ore reserves and low pro- 
duction costs abroad strengthen the company’s po- 
sition but the uncertainty of foreign markets is an 
adverse factor, not to mention a four cent tariff 
wall in the United States which however may be 
lowered in the postwar. In Europe, demand for cop- 
per has expanded far more slowly than in this 
country and although reconstruction demand will 
be extensive in the long run, it will be considerably 
delayed. Competition from South African producers 
also clouds the picture. Anaconda, however, is so 
strong and has so many sources of income that its 
117,000 shareholders are likely to enjoy a satis- 
factory income in the future as they have for half 
a century past. Only during occasional depression 
years have distributions been omitted. Working 
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aluminum may 
prove a serious com- 
petitor of copper 
and steel in the 
postwar era and 
capacity exceeds the most optimistic appraisals of 
use potentials unless many of the Government plants 
are abandoned. ALCOA itself has listed 3500 items 
employing aluminum which may appear upon the 
markets and estimates that sales by the industry 
will rise to about five times prewar. New alloys 
and new techniques tend to strengthen this premise. 

Aluminum Co. of America is completely inte- 
grated, owning huge bauxite deposits in the United 
States and South America, low cost operating fa- 
cilities at strategic locations, hydro-electric plants, 
ships and railroads. Production of the virgin metal 
is the company’s chief activity, with principal out- 
lets among a long list of industries manufacturing 
aircraft parts, railroad equipment, electrical sup- 
plies, kitchen utensils etc. But additionally ALCOA 
is a heavy producer of many of these same products 
and plenty more. Working capital of $147 million 
is of peak proportions, but ahead of the common 
stock are $115 million of (Please turn to page 356) 
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HE five stocks selected here for 1946 reinvest- 
ment have certain basic features in common. 

First, and a paramount consideration from the 
investor’s standpoint in the present period of low 
returns, is the better-than-average yield offered by 
these issues. Moreover, in each irs‘ance, the yield 
has the backing of satisfactory dividend coverage. 

Secondly, all of these comran’es are seasoned 
enterprises; several of them leaders in their re- 
spective fields. Their past record of earnings and 
dividends, their current fin-ncial position, and their 
outlook for 1946, are all such as to make for investor 
confidence in their stock issues. 

The choice of these issues has been made pri- 
marily with the interest of the conservative com- 
mon stock investor in mind. Equities of more specu- 
lative calibre were rejected and greater emphasis 
placed on the continuity and stability of earnings. 
At the same time, however, it is difficult to visualize 
an extension of rising stock values which would not 
be joined by all of these issues, although more in 
keeping with their less volatile background. 


CONSOLIDATED EDISON CO. of N. Y. 


Paying a dividend of $1.60 annually, Consolidated 
Edison Co. of New York 
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The company, operating one of the largest utility 
systems in the world, provides electric service in a 
large segment of the metropolitan area of New 
York City. Nearly four-fifths of revenues are de- 
rived from the sale of electricity, of which about 
63 per cent was distributed to residential and com- 
mercial users in 1944. The large percentage of 
residential load introduces a high stability factor 
in revenues, and while the growth factor provided 
normally by expanding industrial use is compara- 
tively limited in the case of this company, the 
elimination of wider fluctuations attendant upon a 
heavy industrial load permits directors to adjust 
dividends closer to earnings than would otherwise 
be possible. 

Expansion Prospects 

But over the next few years, there promises to be 
a sizable expansion in the number of commercial 
and residential users. The need for a large number 
of new homes and apartment houses in the New 
York area is particularly acute and the resumption 
of large scale building operations next year should 
find immediate reflection in the company’s revenues. 

Consolidated Edison has agreed, in connection 
with the merger of two large subsidiaries, to effect 

rate reductions aggre- 
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ing the 5% preferred shares with a lower dividend- 
paying issue. A substantial: savings in taxes will 
also be made next year. 

The consolidated balance sheet of the company at 
the end of 1944, latest available, disclosed total cur- 


rent assets of nearly $136 million. Cash of more 
than $57 million was in excess of current liabilities 
of less than $45 million. During the war, plant ad- 
ditions were limited which permitted building up a 
large working capital, but recently the company has 
announced a five-year program of additions and im- 
provements involving an outlay of $120 million. 
Obviously, a program of this size would hardly be 
warranted unless the management viewed with op- 
timism the growth possibilities of the service area. 


GENERAL AMERICAN TRANSPORTATION 

Identified with an industry characterized by a 
highly erratic record of profits, General American 
Transportation has, nevertheless, a noteworthy rec- 
ord of consistent earnings and liberal dividends. 
Over the past ten years earnings have averaged 
$3.48 a share, ranging from $4.85 in 1937 to 
$2.64 in 1935. During the same period annual 
dividends averaged $2.56 a share. Even at the 
low of the depression in 1932, company reported 
earnings of $2.20 a share and paid a dividend of 
$1.50. Dividends, in fact, have been paid with- 
out interruption since 1919. With this back- 
ground, the investment recognition accorded the 
company’s shares is well merited. 
_ Although General American is rated the fourth 

largest builder of freight cars, with an annual 
capacity for turning out some 16,000 cars an- 
nually, it is the company’s car leasing division 
which produces the bulk of revenues and imparts 
the unusual degree of stability to earnings. 
Some 55,600 tank and refrigerator cars are 
owned and operated, utilized principally in the 
transportation of foods, chemicals apd oil. This 
equipment is augmented by facilities embracing 
repair shops, tank terminals and refrigerating 
depots. In 1944, the company added a new di- 
vision, General American Process Equipment 





Division, which will manufacture a diversified 
line of machinery and equipment for use by the 
food, chemical, paper and petroleum industries. 
During the war, General American turned out 
an extensive list of military materiel. 
Although the company’s net income, before 
- taxes, during the past year was moderately 
higher than in 1944, larger taxes cut into earn- 
ings and for the nine months to Sept. 30, last, 
net applicable to the stock was equal to $2.26 
a share against $2.37 a year previous. For all 
of 1945, earnings may fall somewhat below $3 
a share, comparing with $3.05 in 1944. With an 
indicated margin of safety for dividends of not 
more than 20 per cent, the current price-earn- 
ings ratio of about 20 to 1, with the shares 
quoted at 60, may appear rather high. 
This condition is at least partially compen- 
sated for by a yield of better than 4 per cent, 


ioe supported by a strong financial position. No 


balance sheet has been made public since 1944, at 
which time total current assets were $34.4 mil- 
lion and included cash and securities of some $14 
million, while current liabilities were about $18.2 
million, including serial notes due in 1945 of $4,484, 
000. Since 1940, company’s current assets have in- 
creased nearly $20 million, while in the same period 
current liabilities increased less than $6 million. 

Next year, company’s leasing operations should 
contribute increased revenues, augmented by a larg- 
er volume of orders in the car manufacturing di- 
vision as railroads replace old and unserviceable 
rolling stock. Further, relief from excess profits 
taxes will be an important contributory factor. EPT 
paid in 1948 and 1944.were equal to more than 
$7 a share. 


KENNECOTT COPPER 
Like General American Transportation, Kennecott 
Copper is also a prominent organization in a volatile 
industry, and one in which the less successful com- 
panies have experienced exceptionally wide fluctua- 
lion and included cash and securities of some $14 mil- 
has been one of sustained earnings and dividends. 


KENNECOTT COPPER - KN 








Funded Debt: None 
Shs. Capital Stock: 
10,821,652, no par 


1939 1940 1941 1942 1943 1944 


THE MAGAZINE OF WALL STREET 





milks 








sam 


whi 
$2.€ 
spec 
rec 
sha 
the 
affo 
slig 

Ss 


Ken 
exce 
whi 
by | 
* pan: 
silve 
pro} 
tion 
Chil 
poul 
fabr 
proc 
utili 
dom 
finar 
five 


Cons: 
Eato1 
Gene 
Kenn 
Penn 





*. 














' — oa Ae 


’ Ser a FF a = = 5 BU we VW oe ww 


. -—_—— — © 


. Ww Uv 





PENNSYLVANIA RR 


~Punded Debt: $644, 425,246 


~ Shares Capital Stock: 


13,167,754, $50 par 
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Average annual earnings over the past ten years 
were equal to $3.47 a share and dividends in the 
same period have averaged $2.41 a share annually. 
In 1945, stockholders received $2.50 in dividends 
which if included in the average would raise it to 
$2.60. Copper shares, as a group, have a decided 
speculative tinge, but in the case of Kennecott its 


record would seem to warrant a place for the 
shares among more conservative portfolios. On 
the basis of dividends paid in 1945, the shares 
afford a yield of about 5 per cent at recent levels 
slightly above 50. 

Sharing industry leadership with Anaconda, 
Kennecott’s properties are able to produce in 
excess of 600,000 tons of copper annually, of 
which approximately two-thirds is contributed 
by domestic properties. In addition, the com- 
pany’s mines yield substantial quantities of gold, 
silver, and molybdenite. The company’s Braden 
properties in Chile account for a third of produc- 
tion. Producing costs at both domestic and 
Chilean properties average less than 7 cents a 
pound and combined ore reserves are large. A 
fabricating subsidiary, Chase Copper & Brass, 
produces a wide variety of finished products, 
utilizing about half of the parent company’s total 
domestic production in normal years. 

Particularly noteworthy have been the large 
financial gains scored by Kennecott during the 
five years ended with 1944. During this period 







1945 


working capital rose $96.4 million, while divi- 
dends totaling nearly $157 million were paid. 
Additions to property amounted to $37.4 million 
and other assets increased $8.2 million. The 
aggregate amount of these several items was 
equivalent to $27.62 a share for the 10,821,653 
shares, comprising the entire capitalization. 
The essential nature of copper in the manu- 
facture of a wide range of electrical products, 
durable consumers goods, automobiles, building, 
in the operation of railroads and utilities assures 
a large sustained demand in the immediate post- 
war years. The earnings outlook, however, 
would seem to hinge largely on prices. The war- 
time ceiling of 12 cents a pound is still in effect, 
as are the price premiums paid for production 
above pre-war quotas. The Government also has 
a large stockpile of copper, the ultimate dis- 
position of which is still uncertain. It is unlikely, 
however, that this copper will be dumped on the 
market; stockpiles currently are being reduced 
by heavy industrial demand. On the whole, it 


seems reasonably likely that with the support of 
sustained demand, the elimination of premiums and 
price ceilings would be followed by higher prices. 
Being a low-cost producer, Kennecott will probably 
continue to show earnings sufficient to warrant con- 
tinuation of the recent policy of paying regular and 
special dividends of at least $2.50 annually, even 
on the basis of copper prices. 
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Five Common Stocks for 1946 Reinvestment 
——————In Dollars Per Common Share 

Book Net Current Cash 1936-39 Current Dividend 1944-45 Recent 

Value Assets* Items Avge. Div. Dividend Yield Price Range Price 
Consolidated Edison . $46.49 None Avail. $7.71 $1.94 $1.60 4.7%, 341/44-21'/ 34 
Eaton Manufacturing 31.54 $24.72 31.13 2.10 3.00 4.6 66!/2-41 65 
General American Trams..i.cccccccccccccncnnn 64.49 2.74 13.52 2.53 2.50 4.1 6114-4134 60 
Kennecott Copper <i STA 18.00 17.96 2.25 2.50 5.0 5054-2954 50 
Pennsylvania Railrodd 2 nececcccecceenceennee 99466 None Avail. 5.51 1.19 2.50 5.5 46!/2-257/, 45 

*—After prior obligations. 
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Noded spheroids of 100,000 bar- 
rels capacity used to store vola- 
tile petroleum products. 
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MONG the numerous giants in the oil industry, 
itself ranking fourth in the nation’s economy 
as to capital investment, Gulf Oil Corporation rates 
high among the leaders. Broadly integrated through 
ownership of enormous oil reserves, refineries, trans- 
portation facilities and largely controlled outlets for 
distribution, growth of this concern through the 
decades has kept pace with the vast increase in de- 
mand for petroleum products, and further growth 
potentials are strongly marked. 

Under the control and able management of the 
Mellon family of Pittsburgh, Gulf Oil has prominently 
participated in an industry sparked into major ex- 
pansion by the rapid growth of automotive trans- 
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portation during the 1920s, favored by relatively 
stable demand even during the depression years 
that followed, stimulated by a second decade of in- 
creasing prosperity and finally emerging into a 
crescendo of military demand which reached its peak 
in 1945. Fortunately for the industry, its recon- 
version problems are practically nil, and off- 
setting a drastic decline in fuel and oil re- 
quirements by the Government is an immed- 
iate substitute demand for gasoline, heating 
fuels, diesel oil, lubricating products and es- 
sentials for synthetic rubber both from in- 
dustrial and individual sources. To this list 
could be added hundreds of other by-products 
of petroleum, many evolved through wartime 
experience and research, all of which promise 
to sustain volume at relatively high levels, 
although a considerable decline from wartime 
peaks is at least a temporary prospect. 

This briefly described development pattern 
in the industry could be applied as well to the 
record of Gulf Oil itself, additionally featured 
by significant expansion in the company’s 
huge oil reserves. As ownership of crude oil, 
the lifeblood of all concerns in this industry, 
is of outstanding benefit to the progress of 
this fully integrated enterprise, it is pertinent 
to examine first of all the measures taken by 
Gulf Oil to fortify its position; its aggregation 
of oil reserves ranks near the top among those 
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held under single ownership. Not only does this 
circumstance broaden profit margins and free the 
company from dependence upon outside sources, but 
it enhances prospects for continued large-scale op- 
erations regardless of trends in oil supply, and the 
unforseeable production problems in the future. 

There is hardly an important oil field in the 

United States, excepting Pennsylvania, where Gulf 
Oil does not own or lease large acreages of proven 
and undeveloped oil lands. A couple of years ago, 
the company’s oil and gas wells in domestic fields 
totalled 9010, and since then the number has been 
greatly increased. More than half of these are in 
Texas, with Oklahoma ranking second, and the bal- 
ance is distributed among California, Illinois, Indi- 
ana, Arkansas, Alabama, Louisiana, New Mexico, 
Florida, Michigan, Kansas, Mississippi and Kentucky. 
At last accounts; Gulf Oil was in production on 
more than 1.2 million acres in these different States, 
with over nine million acres as yet unproductive. 
Two years ago, proven crude oil reserves from these 
sources were estimated as over 1 billion barrels and 
intensified drilling operations in 1943-45 have de- 
veloped new reserves on a remarkably successful 
scale. Just how fortunate these new ventures have 
been may be gauged by the company’s report that 
despite all-time peak 
production of crude dur- 
ing recent war years, 
its oil reserves have 
substantially increased. 

In addition to the 
enormous stocks of 
domestic oil in the 
ground, foreign hold- 
ings play an important 
part in Gulf Oil’s far- 
flung empire. A wholly 
owned subsidiary in 
Venezuela, enjoying a 
long term concession, 
operates as Mene 
Grande Oil Co. C.A. in 
the development of 3.6 
million acres of oil 
lands, of which more 
than 400,000 acres al- 
ready are productive, 
with over 1000 wells in 
use. In 1937, this con- 
cern sold a half interest 
in its future production 
of crude to Interna- 
tional Petroleum Co. 
Ltd. for a reputed sum 
of $100 million, most 
of which has already been paid to the seller. As 
oil reserves in the company’s Venezuelan fields are 
estimated at well over 600 million barrels, the deal 
appeared attractive to both parties. Mene Grande 
does no refining, merely shipping the crude oil to 
the parent concern’s plants in the United States. 

In Mexico, also, Gulf Oil controls almost a million 
acres of land, of which some 125,000 acres have been 
established as definitely productive, and in Colombia 
negotiations are underway to develop oil resources 
on a large scale. But perhaps more important in the 
long run of all the company’s foreign ventures may 
be its excursion into the Middle East. Here, Gulf 
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“An Electrolytic Model Oil Field’”—a product of Gulf 
Oil research, able to foretell production results 20 
years in the future. 


Oil has acquired a half interest in the Kuwait Oil 
Co. Ltd., the other half being owned by Anglo- 
Iranian Oil Co. A long-term concession covering the 
entire State of Kuwait (3,897,000 acres) has extra- 
ordinary possibilities as leading geologists estimate 
that oil reserves may run as high as nine billion 
barrels. Just prior to the war, nine consecutive 
gushers were brought in on one Kuwait field with a 
daily capacity of some 7800 barrels each, and within 
a depth of 4700 feet, four strata of producing sands 
were encountered. As these Arabian wells are large 
and relatively shallow, besides being near tidewater, 
their value is enhanced; by adding 4.5 billion barrels 
to Gulf Oil’s reserves, the company’s horizon is im- 
mensely widened, as will be readily understood. 

In this same State of Kuwait, Gulf Oil’s subsidi- 
ary, Eastern Gulf Oil Co. Ltd., has secured a 75 year 
concession covering all sulphur deposits within its 
boundaries, and as indications are that substantial 
deposits of this valuable material await develop- 
ment, revenues from this source may become im- 
pressive as time passes. Sulphur has not been over- 
looked by Gulf Oil Co. as a revenue producer at home 
in the United States either, for by transfer in 1934 
of certain sulphur deposits to Texas Gulf Sulphur 
Co. the company received 1,296,100 shares of the 
latter’s stock, annual in- 
come from which ex- 
ceeds $2.5 million; later 
in our discussion the 
asset value of these 
shares will be touched 
upon in more detail. 

By the aid of a large 
fleet of modern tankers 
and 8000 miles of pipe- 
lines, access to the com- 
pany’s eight domestic 
refineries for the trans- 
portation of crude is fa- 
cilitated. The main re- 
finery at Port Arthur, 
Texas, is one of the 
largest and most mod- 
ern in the world and 
the other seven are 
favorably located on the 
Atlantic Coast and in 
the Middle West. Com- 
bined capacity of these 
plants is approximately 
300,000 barrels of crude 
oil per day. Distribution 
of more than 650 dif- 
ferent petroleum prod- 
ucts is accomplished 
through 1,400 branches and 28,500 retail outlets, 
the latter spread mostly over the Eastern half of 
the country and served by 1,500 company-owned 
tank cars plus a sizable fleet of tank trucks. Most 
of these retail outlets are independently owned. In 
order to compete effectively in the rapidly expand- 
ing field of civilian aviation, Gulf Oil has taken the 
lead in contracting to operate, through a subsidiary, 
the $4 million airport of Westchester County, N. Y. 
for a postwar period of fifteen years, this move 
possibly being the forerunner to establishment of a 
chain of similar outlets for the company’s products 
in other sections of the country. The idea may be 


333 


























Comparative Balance Sheet Data 
($ millions) 
Dec. 31 Dec. 31 
1941 1944 Change 
ASSETS 
Cash .. 22.392 45.368 + 22.976 
Marketable securities 8.796 6.221 — 2.575 
Receivables, net . 32.390 55.910 + 23.520 
Inventories, net ................ 67.559 65.878 — 1.681 
Other current assets... 1.854 3.750 + 1.896 
TOTAL CURRENT ASSETS 132.991 177.127 + 44.136 
Properties, plant and equipment... 809.129 924.811 +115.682 
Less depreciation 439.550 518.899 + 79.349 
Net property .. 369.579 405.912 + 36.333 
Other assets ; 38.575 36.428 — 2.147 
TOTAL ASSETS . 541.145 619.467 + 78.322 
LIABILITIES 
Notes payable ..... 3.649 5.224 + 1.575 
Accts. payable and accruals 31.878 48.203 + 16.325 
Reserve for taxes 16.512* 22.063 + 5.551 
TOTAL CURRENT LIABILITIES 52.039 75.490 + 23.451 
Unadjusted credits 76.187 66.234 — 9.953 
Long term debt 46.156 48.443 + 2287 
Reserves... 11.395 21.140 + 9.745 
Capital ... - 226.905 2EO90R- ees 
Surplus .......... ree 128.463 181.255 + 52. 792 
TOTAL LIABILITIES . 541.145 619.467 + 78.322 
WORKING CAPITAL . 80.952 101.637 + 20.685 
Current Ratio ... wie ee 23 — 2 
*—Includes miscellaneous accruals of an unstated amount. 








appealing to more than one municipality if the les- 
see, as at Westchester, agrees to spend substantial 
funds for hangars and equipment. 

Bolstering Gulf Oil’s enormous reservoir of crude 
oil supplies in the ground (with it goes some 20.7 
million barrels storage tank capacity) are large 
holdings of natural gas areas with an aggregate 
daily capacity of 75.5 million cubic feet. Intensified 
research during war years has led to the discovery 
of innumerable new uses for the components of 
natural gas and methods for their production. Not 
the least of these is the extraction of gasoline on a 
scale which promises to minimize the danger of 
vanishing crude oil supplies, while the utilization of 
petroleum hydro-carbons by the expanding fields of 
synthetic rubber and plastics add to existing po- 
tentials. Successful production from natural gas of 
essentials for butadiene importantly facilitated the 
spectacular output of this material 
in the huge plant jointly operated 


found possible to construct a “model” of any oil field, 
about the size of a large table, through which are 
inserted liquid filled tubes simulating the pipes 
through which pressure would be applied in the 
actual field. A sensitized gelatine mat represents 
an oil field with perhaps 20 miles diameter. Upon 
application of the electric current the materials turn 
blue, indicating just where pools of oil would be 
blocked off in actual practice and where the pressure 
pipes had best be located. The significance of this 
invention can hardly be exaggerated as a short cut 
to reviving production in countless areas previously 
considered marginal, and for predicting output for 
as long as 20 years in the future. 

Space considerations prevent a really comprehen- 
sive description of Gulf Oil’s numerous properties, 
subsidiaries and operations, but the summary we 
have presented is sufficient to serve as a background 
for further analysis of the company’s potentials. In 
this connection we have appended two statistical 
tables which the reader will find of interest. Com- 
parison of figures for 1944 with those of 1941 carry 
special significance not only as a measure of wartime 
progress but because in terms of sales and profits, 
1941 had been the banner year for the oil industry 
since 1929. 

With assets topping $600 million, the great size 
of Gulf Oil is obvious, but the conservative valua- 
tions employed by the company have served to 
shrink warrantably higher estimates. While current 
prices for crude oil at the well head vary according 
to grade, an average of $1 per barrel could be termed 
well short of the mark. Granted oil reserves of 1.6 
billion barrels in the United States and Venezuela 
alone, a price of but 10 cents per barrel would pro- 
duce a value of $160 million. If a similar price were 
assigned to the 4.5 billion barrels previously men- 
tioned as an estimate of oil in the ground in Kuwait, 
the total dollar value in the three countries would 
mount to $610 million, almost equalling the com- 
bined assets of every description shown in the 
company’s balance sheet. A more dependable asset 
than crude oil would be hard to imagine, provided 
estimates of quantity are reliable, and nature pro- 
vides a safe and inexpensive storage tank in the 
ground. (Please turn to page 359) 





by Gulf Oil and four,other oil com- 
panies for the Government, giving 
birth to the synthetic rubber in- 
dustry. 


Pertinent Statistical Data 





Among other interesting outcomes Solos ($ wif.) 


of Gulf Oil research is an extraor- 
dinary invention to determine with 


Operating margin 





Net profit margin 





considerable accuracy how and where 
the application of water or gas pres- 
sure to a run down oil field could 


rejuvenate it. Heretofore the pro- Dividend rate 





cess has involved long delays and 
great expense on a trial and error 
basis. Gulf Oil scientists, however, 


discovered that the passage of an 
Current Ratio 


Dividend yieldt{ 





1939 1940 1941 1942 1943 1944 

276.689 273.078 273.078 349.940 431.761 533.390 

Depreciation and depletion ($ mill.) NotAvail. 35.528 35.932 33.717 36.690 31.661 

Balance for common ($ mill.)......... 15.315 22.150 33.568 22.981 29.301 42.075 

6.0% 86% 12.9% 9.5% 10.6% 12.5% 

S54, 8:17, 897%, 65% 68% 78% 

% earned on invested capital*.... 447, 58% 807% 68% 80% 101% 
Earned on common, per shate................ $1.69 $2.44 $3.70 $2.53 $3.23 $4.64 

Earned on common, % of market pricet. 277, 07, 6G'IY 429% 54% 717% 
$1.00 $1.25 $1.50 $1.50 $1.50 $2.00 

16% 2.1% 25% 25% 25% 3.3% 

Current asset value per share**..... $9.21 $8.46 $9.56 $9.85 $13.61 $14.17 
Book value per share. eccccccnnnneue . 37.93 38.62 40.14 41.38 43.66 46.37 
Net current asset value per share**......... 5.11 4.11 3.83 3.99 5.31 5.86 
Cash asset value per share. ccc 4.15 3.44 3.43 3.07 5.55 5.68 

3.6 = 2.5 2.5 2.3 2.3 





electric current through sensitized 
materials was similar to that of wa- 
ter or gas in passing through sands 
or other subterranean strata. By the 
aid of the geological staff, it was 








*—After provision for income taxes. 
**_After allowing for senior securities. 
t—Based on recent price of 60. 
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c HAS been reported recently by several American 
importers that new price lists have been received 
from Italian exporters with the prices based on a 


| rate of 220 lire to the dollar rather than on the old 


official rate of 100 lire. If true—as yet official con- 
firmation is still lacking—this would indicate a de- 
valuation by about 55 per cent. A move toward 
lira devaluation has been anticipated. The Rome 
Government has been anxious for some time to open 
up foreign trade and to enlarge its dollar balances. 
However, because of extremely high prices at home 


/and transportation difficulties, Italy has found it 


almost impossible to export even some of its spe- 


 cialties, such as wines and perfumes. According to 
/ areport from the U. S. Embassy in Rome, exports 
during the two years following the armistice in 
| September 1943 amounted to only about $18 million. 
|The goods shipped to the United States in this 
| period were worth only $2 million. Before the war, 
| Italy was exporting at the annual rate of over $550 
‘million. Italian dollar resources are estimated at 
| about $350 million, of which some $200 million are 


said to have been accumulated as a result of U. S. 
Army expenditures for services and goods. With 
the withdrawal of American troops, this important 
source of foreign exchange would dry up. 

The Allied supervision of the Italian economy has 
led to the development of a somewhat paradoxical 
situation. On one hand, in the early months while 
the fighting in Europe was still going on, Italy 
probably benefitted by it as a whole. The Allies 
aided in feeding the country, helped to restore the 
railways and the smashed power plants, particularly 
in southern Italy, through the importation of the 
necessary equipment from the United States which 
also sent some 600,000 bales of cotton to restart the 
production in the textile plants that escaped de- 
struction, wool, petroleum, cellulose and some coal. 
The result was that the production of goods got a 
start, and a number of industries such as engineer- 
ing, electrical equipment, motor cars and railway 
rolling stock—located mostly in northern Italy— 
are expected to reach the pre-war level of output 
during the first half of 1946. 
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. Devaluation of the Lira—the Italian Scene 


. The Opening of Continental Stock 
Exchanges 


. Swiss Transition Problems 


. Elections and Transition Problems in Brazil 
WITH JOHN LYONS 


While the Allied supervision has helped with the 
untangling of production and transportation, it has 
had a retarding effect on Italian financial rehabilita- 
tion. Partly because of the uncertainty about rep- 
arations and partly because of the issuance of oc- 
cupation currency, the various Italian Governments 
organized during the past two years have been 
hesitant about taking a strong stand in regard to 
the reorganization of state finances, taxing away 
war profits, or even checking inflation as other 
western European countries have done. As a matter 
of fact, with only a small part of the budget covered 
by tax receipts, the deterioration of Italian finances 
has been even faster than under the Fascist regime 
during the war years. The notes in circulation are 
approaching the 300 billion lire level as compared 
with a circulation of some 23 billion lire before the 
war. The prices indicate the speeding up of in- 
flationary processes; they are from 40 to 50 times 
higher (based on black market quotations) than 
before the war. Wages have increased almost ten- 
fold during the last two or three years, but their 
purchasing power in terms of food is less than 40 
per cent of the 1940 level. 


Temporary Stay of Inflation 


While the Allied troops remained in the country, 
it was to Italy’s own interest‘to hold off the de- 
valuation in order to check the competition for 
available goods. With most of the troops gone, the 
need for postponement of the devaluation of the lira 
will no longer exist. Moreover, following the pub- 
lication of the armistice terms early last month, the 
Allies have relaxed the control over Italian economy. 
The Italian Government is now free to fix and nego- 
tiate exchange rates for the lira as it sees fit and 
without prior consultation with the Allied Com- 
mission. Unquestionably even the new rate of 220 
lire to the dollar does not reflect the full decline in 
the lira’s internal purchasing power. The black mar- 
ket rate of 400 to 500 lire is probably more realistic. 
While the devaluation of the lira may prove helpful 
in encouraging exports, it will not stop the inflation- 
ary spiral. The real need is the creation of a new 
spirit in the country, and that can come only if 
the present uncertainty about the future is removed 
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and if a new, self-confident Italy is accepted into 
the community of nations and treated as an equal. 
* * * 


One of the most important Continental stock ex- 
changes, the Amsterdam Bourse, is to be reopened 
within a short time. Since bonds and shares will be 
accepted in payment of the coming capital levy— 
which in turn is a part of a broader scheme to clean 
up the ‘financial mess left by the Germans—the 
Dutch Government is anxious to establish fair mar- 
ket values. No free market has existed in Amster- 
dam for almost three years. In March 1943, ceilings 
were established for the prices of all important 
shares with the result that within a few months 
trading practically ceased. The share index has not 
been published since June 1944. Freezing of equity 
prices was ordered by the Germans not only in 
Amsterdam, but also at the Berlin, Vienna, Prague 
and Budapest exchanges. The purpose was to divert 
funds into war bonds rather than into equities which 
started to appreciate at a fast rate during the latter 
half of 1942, when the Germans for the first time 
began to have doubts about the outcome of the war. 

Considering that no free market has existed for 
some time, there is naturally a good deal of spec- 
ulation what the price level of the equities will be. 
A marked appreciation is expected despite the low 
level of activity in many Dutch industries and the 
still unsettled situation in the Netherlands East 
Indies. 


Other European Stock Exchanges 


Of the other exchanges formerly located in Ger- 
man-controlled Europe, those in Paris, Copenhagen, 
Brussels, Budapest and Prague have already been 
opened. When the Paris Bourse was reopened short- 
ly after the liberation, the industrial stock price 
index stood near 600 (Jan.-June 1939 = 100). The 
uncertainty about the future of the industries, the 
extent of nationalization and internal political de- 
velopment, and the threat of the levy on capital, 
all had a depressing effect, and by July 1945, the 
stock price index was down to about 320. The pros- 
pects of peace and the peace itself lifted the market 
to over 400, but apprehension of nationalization and 
of a general political trend to the left has brought 
about the resumption of the downward trend. The 
Brussels exchange, after it had been closed for al- 
most one year, opened about 15 to 20 per cent 
higher, with steel and coal stocks—threatened most 
by the proposed nationalization—actually lower. The 
shares of glass making and construction establish- 
ments showed the biggest appreciation. There are 
no reports as to what is happening on the Prague 
Stock Exchange. If the law passed last October, 
ordering the nationalization of all commercial banks, 
insurance companies and industrial establishments 
employing over 500 people is carried out, then all 
equities quoted on the Prague Exchange will prob- 
ably become in due time the property of the Czech 
State. 


* ey % 


The State Department note sent to Switzerland 
early this month, asking for the curtailment of the 
export of Swiss watches to this country, has thrown 
light on the war-to-peace transition problems of the 
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little republic. Because of necessity, the Swiss 
economy became geared to the economy of German 
controlled Europe. With German purchasing power 
crippled and with the collapse of the trade with 
other areas of central and eastern Europe, the Swiss 
have been forced to reorientate their trade almost 
completely to the Western Hemisphere and western 
Europe in order to earn foreign exchange to pay for 
food and raw material imports. 


Fairly Sound Wartime Economy 


The Swiss succeeded in keeping their economy in 
good shape during the war. There has been prac- 
tically no expansion of bank credit; effort has been 
made to keep down the cost of living, now about 54 
per cent above the pre-war level. Because of high 
transportation costs, the prices of imported goods 
advanced about 160 per cent, but. the domestic 
prices have risen only about 70 per cent, which 
means that Switzerland should be able to hold its 
own in postwar trade. As in the case of Sweden, 
the difficulties in getting coal, food and raw materi- 
als from abroad have resulted in a sharp falling off 
of imports, and because of none too large domestic 
crops, the coming winter is expected to be the most 
difficult since 1939. On the other hand, Swiss watches, 
machinery, instruments, and chemicals have been 
in good demand, and the export surplus accumulated 
during the first eight months of this year is said to 
be one of the largest in the Republic’s history. 

In view of close relations between German and 
Swiss banks, industries, and insurance companies, 
the German collapse has not remained without reper- 
cussions. Last August, one of the larger Swiss 
Banks, the Commercial Bank of Basel, closed its 
doors, and another, the Federal Bank of Zurich, was 
merged with the Mnion Bank of Switzerland. 

+ * * 


Contrary to all expectations, the presidential elec- 
tions held in Brazil on December 2 were won by 
General Dutra, the “official” candidate of the de- 
posed Vargas Administration. The election platform 
of the winner was vague and the real economic poli- 
cies of the new Administration will probably not be 
known until some of the problems facing Brazil 
during the present war-to-peace transition period 
are actually tackled. 

General Dutra promised to stick to the social 
achievements of the Vargas regime, advocated the 
return to federalism (which is a natural reaction 
after the 14 years of centralizing efforts of his 
predecessor), the development of industries by 
private capital, Government aid to industries and 
agriculture, moderate protective tariffs, long-range 
development of highways and railways, and a strong 
army. The supporters of General Dutra are said to 
have represented the extreme right wing of the 
Vargas Government, office holders, landowners, 
prosperous farmers, and reactionary elements within 
the Army. General Gomez, the opposition or “pop- 
ular” candidate, advocated liberal trade policies. His 
support came principally from businessmen and 
tradesmen, as well as from more vociferous radical 
elements that might have scared away some of his 
more conservative supporters at the last moment. 

The task of the Dutra Administration is to main- 
tain the wartime pros- (Please turn to page 363) 
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HERE are today more than two score common 
stocks quoted at prices higher than at the peak 

of the market in 1929! This may surprise some. 
As measured by representative averages, the 
stock market, as a whole, has at no time during the 
past sixteen years duplicated the highs of historic 
1929. That a sizeable group of individual issues has 
bettered their 1929 peaks, however, does not mean 
that they are merely bull market phenomena. Actu- 
ally, in practically every instance these issues are 
the shares of companies which have experienced 
noteworthy growth during an era which was marked 
in succession by a period of drastic depression, 
partial recovery, and a world war of five years dura- 
tion. Moreover, the significance of this growth did 
not go unmarked until recently. By far the greater 
majority of these issues which have outstripped the 
market, left their 1929 price landmark behind some 
time before the present bull market started. The 
fact that these issues are today selling at, or near, 
their all-time highs might seem to indicate not only 
that the increment in their value was not the result 
of transient factors, but due to factors which can 
be expected to further enlarge future earning power. 
Another significant feature of these issues is that 
they do not conform to any particular industrial pat- 
tern beyond the fact that most of them are either 
engaged in the manufacture or merchandising of con- 
sumer products. The heavier, or so-called capital goods 
industries, are the smaller group. Industrial repre- 
sentation is varied, although for obvious reasons the 
list does not include any railroad or public utility 
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issues which group wise still have some way to go. 

Off hand, the outstanding market record of these 
issues would seem to vindicate, to some extent at 
least, the proponents of the theory of common stock 
investment which was so generally accepted in the 
late Twenties. More than that, however, these is- 
sues emphasize the high premium which must be 
placed on judgment and selection, for with only 
very few exceptions, the companies represented are 
not the leaders in their particular industrial field 
and very few of their shares were in the “blue chip” 
class back in 1929. Further, the outstanding record 
of these companies in the subsequent years was for 
the most part due to the development of new prod- 
ucts, unusual competitive vigor and other circum- 
stances which would have been difficult, if not im- 
possible, to anticipate in 1929. 

Take, for example, the background of Abbott 
Laboratories. The company, a prominent manufac- 
turer of biological, pharmaceutical and vitamin prod- 
ucts, has experienced a steady expansion of markets 
and current sales are the highest in its history. This 
record has been made possible largely by intensive 
research activities and new product development. 
The company’s present line includes some 800 items. 
In 1936, common stockholders received a 200 per 
cent stock dividend and in 1935, also, a stock divi- 
dend of 33 1/3% was distributed. In 1929 the 
shares had a range of 36 to 52 and an investor ac- 
quiring a hundred shares of the stock in that year, 
say at 40, would today have 400 shares with a value 
of $33,600 and on which he would have received 
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| dividends in 1945 amounting to $880 or $2.20 a 
| share. Adjusted to give effect to stock dividends, 


company’s earnings in 1929 were equal to $1.17 a 


share on the present stock, while this year earn- 


ings will be in the neighborhood of $3.25 a share. At 
their 1929 highs, the shares had an indicated price- 
earnings ratio of 11 to 1; today at recent levels 
around 84, the ratio stands at about 26 to 1. Al- 
though there is no gainsaying the fact that the com- 
pany’s record of growth over the past fifteen years 
has been an impressive 


modestly, notwithstanding the fact that current 
prices around 34 compare with the 1929 high of 
281, adjusted to the present number of shares out- 
standing. In fact, the company’s shares character- 
istically sell at a lower price-earnings ratio than 
many other issues—many of which do not have as 
favorable a background of earnings and dividends. 
Based on the number of shares currently outstand- 
ing (5,055,327), Loew’s reported profits in the 1929 
fiscal year would have been equal to $2.64 a share. 

At their high in that 





one, the question must 
logically arise at this 
time as to whether it will 
be matched by future 
growth. The size of the 
current price-earnings 
ratio would seem to re- 
flect the belief that it 
will. Otherwise, such a 
high market premium 
would hardly be justified 
if the company’s earn- 
ings were to be stabilized 
somewhere around the 
1940-44 average of $3.23 
per common share. 

By contrast with 
Abbott Laboratories, 
Cluett, Peabody common 
stock, currently showing 
a gain of some 100 per 
cent over its 1929 high, 
has an indicated price- 
earnings ratio of 18 to 1, 
if 1945 earnings are no 
better than $2.75 a share. 
Next year, the company’s 


Abbott Laboratories ....... 
Adams-Millis 

Allied Mills . 

Amerada Petroleum ............... 
American Chain & Cable... 
American Chicle 0c 
Bayuk Cigars .... 
Borg-Warner . en ateeeaee 
Bower Roller Bearing................... 
Cleveland Graphite Bronze........... 
Gluett; Peubedy 
Coca-Cola .... eC 
Cuneo Press . ee 
ee 
Federated Department Stores........ 
Food Machinery at 
General Mills eal 
Hercules Powder ........................ 
Holland Furnace ............... 
Industrial Rayon 

International Salt 00. 
Lee Rubber & Tire........... 
Lermer Stores 
Rome anes, 20202 
McGraw Electric Weenie te 
McIntyre Porcupine Mines... 
National Distillers... 


prospects favor earnings eels ae tak 
as good, if not better, | pacific Mills... 


than the 1940-1944 av- 
erage of $3.35 a share. 
Paying dividends at the 
rate of 50 cents quarter- 
ly, the shares at 52 af- 
ford a return somewhat 
better than the average 
for common stocks of 
similar calibre. Cluett, 
Peabody is one of the 
foremost manufacturers 
of men’s shirts and hab- 
erdashery marketed un- 
der the well-known trade- 


Penney, J. C. 
Pennsylvania Salt cok ee 
Royal’ Typewriter ____... 
Scott Paper ........... 

TD oC eam ee 
Sutherland Paper 00 
Timken-Detroit Axle 0... 
Union Bag & Paper. cnn 
U. S. Rubber 
Universal Leaf Tobacco................. 
Western Auto Supply. 





*—To December 4. 
(a)—Plus 25% Stock. 





Representative Stocks Selling Above 
1929 Highs 


Note: Prices adjusted for stock splits or stock dividends. 


(b)—Plus $3 paid before 3-for-I split. 
(c)—Plus $.50 paid before 3-for-! split. 


epoch-making year, the 
company’s shares were 
quoted at a price earn- 
ings ratio of only little 


1929 1945 Recent Current 
High High* Price Dividend more than 10 to 1. In 
— - . == the fiscal year ended 
bea if pe August 31, last, earnings 
4254 161 160 “ 3.00 were probably equal to 
16, 39 39 2.00 something between $2.25 
Sim 14 «6138.00 and $2.40 a share, which 
“ae nd Ps ha ae the current market at 35 
20; 59, 57 2.50 is capitalizing between 
30/, 685%, 64 2.00 14 and 1514 times. Sito 
24, 53/2 52 2.00 ing a dividend of $1.50 
ne a = eo Tot annually the potential 
a oa yield is 4.3 per cent. 
_ Me se 180 The fact that the mar- 
I s 
234 80% 75% (%155(a) | ket, as judged by the 
29% 52% 472 —.37(b) | consistently low  price- 
Ss earnings ratio at which 
5! 63/4 603%, 2.50 pote 7 
45 67%, 67 2.00 oew’s common sells, 
ie sore 55 = = takes a conservative view 
- 3 7 8 50 of the company’s earn- 
| | i ‘a 
ps4 gy 30, iste) ings prospects doubtless 
19%, 43 38!/. 1.50 reflects what might be 
23. 68, 68 3.33 termed the company’s 


Ye 75 6% 2.00 “artistic” background. As 
V4 _ “4 “4 one of the leading mo- 
37 69 67/p 2.50 tion picture producers, 
105% 151Y2 151! 5.00 Loew’s earnings are gov- 
BA 8, BA 1.20 erned by its success in 
ee ae aie = Ben being able to turn out 
- 20 +59 53 2.00 every year a substantial 
ae 4l 40 1.35 number of feature pic- 
34% 52 50'2 2.00 tures which are box-of- 
a = 68) Po fice “hits.” That the com- 
85% 99, 95 4.00 pany’s record in that 
27 583, 58 1.25 respect has been out- 


standing in the motion 
picture industry appar- 
ently does not carry a 
great deal of weight in 
stock market appraisals. 








mark of “Arrow”. The 
company also derives substantial royalties from the 
so-called Sanforizing process for the control of 
shrinkage in cotton textiles. Next year, with the 
benefit of enlarged supplies of grey goods and broad- 
cloth and the large accumulated demand for men’s 
shirts, underwear, etc., company’s earnings may ex- 
pand to a level well above the five-year average. 
Another potential is the possibility that the com- 
pany’s research may be successful in developing a 
process for preventing shrinkage in synthetic fab- 
rics, such as rayon. 

Loew’s Inc., is another company whose shares are 
backed by substantial and well sustained earning 
power but which, marketwise, are capitalized quite 
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In effect, the market re- 
flects the large extent to which the element of per- 
sonal managerial skill and directorship has governed 
the company’s success. This is a factor which is 
not only difficult to gauge with respect to future 
prospects, but under competitive pressure or other 
adverse circumstances it could also prove highly 
unstable. That it hasn’t done so, so far is, of course, 
no guarantee that it might not change the com- 
pany’s status sometime in the future. Management 
plays an important role in determining the success 
of any enterprise, but in the motion picture industry 
it has the responsibility of attempting to gauge 
public tastes, year in and year out, and public 
tastes can be very fickle, when it comes to motion 
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picture stars and the pictures in which they are 
presented to the audiences. 

Recently quoted around 38, McGraw Electric com- 
mon shares are not only well above their 1929 highs, 
but also nearly ten points above their previous high 
of 29, in 1940. Currently paying an annual dividend 
of $1.50 and earning in the neighborhood of $1.75 
a share, prevailing quotations would seem to place 
a rather generous valuation on the issue, partic- 
ularly when it is noted,that the previous high of 29 
was made in 1940 when the company reported 
earnings of $3.08 a share and paid $2.25 in dividends. 

Actually, however, prospects at this time afford 
considerable support for the current market ap- 
praisal. In fact, it would not be surprising if the 
company were successful in expanding earnings to 
new record proportions within the comparatively 
near future. McGraw Electric is one of the largest 
makers of certain household electrical appliances, 
of which probably the best known are‘“Toastmaster” 
and “Waflflemaster”. In addition, the company’s line 
includes irons, lamps, food containers, water heaters 
and fuses, Although most of these products are not 
strictly essential, they are accepted as a necessary 
facility in a large number of households, and right 
now there is both a sizeable accumulated replacement 
demand for them, as well as a sizable potential de- 
mand on the part of many new families which have 
not as yet established their own homes. 

Early this fall, the company reported that it was 
well along the road toward conversion and was pre- 
paring to boost post-war production to a level about 
twice the pre-war figures. On the basis of average 
sales volume for the five years, 1937-1941, this would 
mean that management is anticipating an annual 
gross of better than $14 million. Repeal of excess 
profits taxes also promises to be a timely earnings 
factor. All taxes paid by the company for the 
twelve months to Sept. 30, last, were equal to about 
$1.71 a share, and compare with average earnings 
of $2.42 a share for the period 1940-1944 inclusive. 
Company has a simple capital structure, made up 
solely of 472,600 shares of stock, and at last reports 
financial position was comfortable, with working 
capital, according to an official statement, sufficient 
to support a “very considerable” increase in business. 

Sutherland Paper, the foremost manufacturer of 
paraffined cartons and other paper containers and 
specialties, is counting on holding a large share of 
the new outlets developed during the war when 
strategic metals were no longer available for the 
manufacture of merchandising containers. Post-war 
prospects of the company are further brightened by 





the large scale expansion being undertaken by the 
frozen foods industry. Normally, about 90 per cent 
of Sutherland’s business is contributed by the food 
industry and the paraffine container lends itself very 
readily to the merchandising of frozen food items. 
Completing the post-war picture are increased sup- 
plies of wood pulp and waste paper, and tax relief. 

It was the restricted allocations of wood pulp and 
shortages of waste paper which resulted in a decline 
in Sutherland’s sales in 1944 and again this year. 
Also, the necessity of absorbing higher costs cut 
earnings in 1944 to $2.47 a share from $2.85 in the 
previous year, while net in the first nine months of 
1945 was equal to $1.28 a share against $1.77 for 
the comparable preceding period. For the full year 
1945, earnings will probably fall below $2, but the 
recent action of directors in declaring an extra 
dividend, bringing total payments for the year up 
to $1.35, or the same as were paid in 1944, would 
seem to suggest that the downward trend in earn- 
ings has been arrested, and attests to directors’ con- 
fidence in the company’s outlook. 

Unhampered by war-time restrictions, Sutherland 
Paper in the prewar was able to build up an impres- 
sive record of sustained profits. Following a small 
deficit in 1932, at the depths of the depression, 
profits recovered promptly and over the past nine 
years have averaged $2.61 a share for the 287,000 
shares of capital stock which comprise the com- 
pany’s capital structure. During the same period 
average dividends amounted to $1.42 a share. 

At recent levels around 40-41, shares of Suther- 
land show an appreciation of nearly 100 per cent 
over the 1929 peak price. If it is assumed that the 
company’s postwar earnings are no better than the 
nine-year average, the current price-earnings ratio 
would be about 15 to 1, and not unduly excessive in 
the present market setting. In relation to the 
company’s post-war prospects, however, present 
quotations for its shares appear fairly conservative, 
for there would seem to be an excellent chance that 
earnings over the coming months will show a strong 
recovery trend, possibly to levels well in excess of 
the nine-year average, 1937 to 1945. 


Of the several issues which have been discussed 
here, U. S. Rubber common shares have the more 
speculative background. Over the past ten years, 
earnings have varied widely, ranging from the 
equivalent of 51 cents a share in 1938 to $5.31 a 
share in 1944. During the same period, dividends 
were paid in only three years. This year, U. S. Rub- 
ber common has sold at a high of 7314, which com- 
pares with 1937 high of (Please turn to page 360) 














Selected Issues Which Have Surpassed 1929 Highs 
In Dollars Per Common Share 
Net Current 1936-40 1940-44 Recent Current 

Book Value Assets* Avge.Net Avge. Net Earnings Dividend Yield 
Cluett, Peabody . : $21.45 $17.73 $2.35 $3.35 $1.48 Jeb $2.00 3.8% 
Loew's, Inc. . 25.24 8.42 2.07 2.33 1.84(a) 1.50(b) 4.3 
McGraw Electric 11.25 7.96 2.42 2.34 1.73 Se 12 1.50 3.9 
Sutherland Paper ess 25.43 10.17 2.55 3.40 1.28Se9 1.35 3.4 
U. S. Rubber... ; : : 43.42 None Avail. 2.49 4.28 2.57 Je 6 2.00 2.9 

(a)—40 weeks ended June 7. (b)—Announced annual rate. Actually paid $1.25 on new, and $.50 on old prior to 3-for-I split. 

Je 6—6 months ended June. Se 12—I2 months ended September. Se 9—9% months ended September. *—After prior obligations. 
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measure of changes in aggregate market value of 
corporate equities. To oversimplify the explanation, 
suppose there are just two stocks in the index (ac- 
tually, there are over 400), one with 9,900,000 
shares outstanding and currently priced at 100, 
while the other is priced at 25 and there are only 
400,000 shares outstanding. The current aggregate 
market value of the two issues is thus $1,000,000,000 
and, as the aggregate number of shares outstanding 
is 10,300,000, their average market value is $97.1. 
Now suppose that, after a period of time, the $25 
stock doubles in market price while the $100 stock 
stands still. The weighted average is thus raised to 
$98.1, an average advance of about 1%. On the other 
hand, in the improbable event that the stock with 
nearly 10,000,000 million shares outstanding should 
double in market price while shares of the small 
company stood still, the price index for the two 
companies would advance to $193.3, a jump of 
99.1%. Briefly described, this is a “patrician” index 
which shows how an investor fares who has dis- 
tributed his funds among all the stocks in the index 
in proportion to number of shares outstanding. 
The Dow-Jones Industrial Averages, which shows 
how an investor fares who has bought an equal 


kinds of stocks, regardless of current market price 
or investment rating. So we gave the price changes 
in all component issues an equal weight and based 
the Index upon the assumption that traders invest 
an equal sum of money in each component issue. 


In other words, if there were only two stocks in 
the Index—one selling at $100 a share and the other 
at $1—and a trader or investor has $2,000 to put 
into common stocks, it is assumed that he will buy 
10 shares of the $100 stock and 1,000 shares of the 
$1 stock. According to this principle, if either of 
the two stocks advances or declines 50%, while the 
other stands still, the trader or investor makes or 
loses $500, namely 25%, on his capital; since 25% 
is the true, unweighted, arithmetical average of a 
50% price change and one no price change. 


To people who have been reared on the precept 
to buy only seasoned stocks (which usually means 
“high priced” stocks) and avoid the “cats and 
dogs” (which usually means “low-priced” stocks) 
this idea may seem scandalously near gambling. But 
gambling or no gambling, the present originator of 
the M. W. S. Index (which certainly is now staging 
an astounding performance in the eyes of conserva- 
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ch quired of of the $35 stock to raise the index a point. entitled to know just how such a method pans out. 
When the M. W. S. Index was originated, in the A little later on, when we come to examine the 
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Editorial: 


SUCCESS STORY 


The greatest achievements in this world have had their foundation in spirit—rooted in the cour- 
age that recognizes no obstacles—in that resourcefulness which arises from recognition of the truth, 
—that a right way exists to solve even the most complicated problems. 


This faith plus common sense is the substance that turns dreams into realities,—it is the stuff of 
which success is made. The indomitable men and women who left their countries and came to this 
land to start out anew—who built our cities and our industries where once primeval forests stood,— 
possessed this spirit—and each succeeding generation building on their accomplishments made this 
country strong, powerful and rich. 


The great successes have nearly always started from scratch,—for the will to accomplish is more 
important than the wherewithal of monetary capital. 


This spirit will be the most important ingredient in the period ahead,—for we are entering a 
great age of opportunity which will particularly reward those who temper their imagination with 
common sense—and a little extra elbow grease. That is all there is to any success story. 
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Building Your Future Income 


INSURANCE 








IS 
LIFE INSURANCE 


Alttachable by 
CREDITORS? 


By EDWIN A. MULLER 


Insurance Editor: 


“Your Article ‘Building your Capital Through Insurance’, 
November 10th issue was most interesting. On page 151, 2nd 
column, Ist paragraph, you aptly mention ‘In acquiring this 
income earning property, he ....’ and enumerate the hazards, 
which raised a question in my mind. I believe you left out 
an important hazard viz:— 


ATTACHMENT BY CREDITORS (unless fraud) where 
a specific beneficiary is noted. If I am correct in this, would 
the same immunity apply to one purchasing an Annuity for 
himself in New York State under Sections 55A, 55B and 
55C Insurance Law and Section 15 of the Personal Property 
Law? If these are facts, then the acquisition of an insurance 
(and Annuity) Estate should take precedence over cash, se- 
curities and real estate in safety, for what is the use of build- 
ing up an estate, have someone tie up these latter, and pos- 
sibly acquire most of it by suit, sometimes wrongfully so. 
After having some cash, I thought it was always safer to 
build an estate by insurance and annuities, even if it did no 
more than give judgment protection (of course one should 
have Auto Liability, Comprehensive Personal and other 
Hazard insurance, yet by a freak suit these may not be ample, 
and his personal estate is then attachable including war bonds, 
whereas the insurance and annuity assets would not be at- 
tachable in principal and only slightly under certain condi- 
tions on the periodic payments). 

I would deeply appreciate hearing from you if I am correct 
or not. 

Very truly yours, 
AB; NYE? 


one are essentially correct in your above state- 
ment. However the Sections 55A, B, and C have 
been replaced by Section 166 EXEMPTION OF 
PROCEEDS AND AVAILS OF CERTAIN INSUR- 
ANCE AND ANNUITY CONTRACTS. However, 
Section 55A, 55B and 55C will still apply with respect 
to debts incurred prior to January 1st, 1940 which 
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is the date when they were replaced by Section 166. 
As of January Ist, 1940, therefore, any debts in- 
curred thereafter would come within the meaning 
of Section 166 and subject to rights of creditors. 


Quoting in part from the Section as follows: 

“If any policy of insurance has been or shall be 
effected by a person on his own life in favor of a 
third person beneficiary, or made payable by assign- 
ment, change of beneficiary or otherwise, to a 
third person, such third person beneficiary, assignee 
or payee shall be entitled to the proceeds and avails 
of such policy as against the creditors, personal 
representatives, trustees in bankruptcy and re- 
ceivers in state and federal courts of the person ef- 
fecting the insurance.” 

The provisions of this Section also as enumerated 
in Article 6 state that the provisions of the Article 
applicable to any insurance policy or annuity con- 
tract shall likewise apply to group insurance policies 
or annuity contracts, to the certificates or contracts 
of fraternal benefit societies and to the policies or 
contracts of cooperative life and accident insurance 
companies. 

Article 3 reads as follows: 

“The benefits, rights, privileges and options which, 
under any annuity contract heretofore or hereafter 
issued are due or prospectively due the annuitant, 
who paid the consideration for the annuity contract, 
shall not be subject to execution nor shall the an- 
nutiant be compelled to (Please turn to page 363) 
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THE 
Pros and Cons 
Of 
Prefabricated Housing 


By A. COLEMAN BLUM 








Real Estate Editor: 1 read your article in the November 10 
issue of the Magazine of Wall Street “Your Home as an 
Investment.” Taking you up on your offer of further advice: 
IVhat is your opinion of prefabricated homes? Thanking you 
in advance, 

Respectfully, 

H.S.F., Utaca, N.Y. 

REFABRICATION is pretty important. Whether 

you like it or not (and a lot of people don’t), the 
prefabs are going to play a big role in American 
housing. 

Prefabrication is not a new stunt. Pre-site fabri- 
cation of parts of the ordinary house is an old story. 
Already in common use are prefabricated doors and 
windows, flooring, some plumbing. Closely related 
are the (fairly) newly developed 4-inch modular 
systems of house planning and construction which 
are rapidly coming to be a permanent part of the 
house-construction scene. 

But most ordinary modern building is the same 
old business of nailing board-to-board, cementing 
brick-to-brick, that has been going on since the 
time of the Pharoahs and earlier. Analyzed, this 


Galloway 


ordinary building method is inefficient, fantastically 
expensive in relation to value-received, suffers from 
all sorts of incalculable factors (weather, materials- 
deliveries, the seasons). 

Basic idea of prefabrication is to standardize 
house production, break it down to the most com- 
mon denominators, and build the denominators in 
some sheltered factory equipped with continuously 
flowing materials sources. Involved are the lesser 
cost of purchasing materials en masse, the reduc- 
tion of the element of chance in weather conditions, 
the simplification to assembly-line practice of build- 
ing techniques. 

What all this means in terms of the housing con- 
sumer is a building costing less money than one 
produced by conventional methods. 

Prefabrication, as it stacks up now, is not, how- 
ever, as perfect as the advertisements would have 
you believe. It has certain limitations. 

Principal among these are the transit restrictions 
on ceiling height (the maximum panel height is 8 
feet). Unless two panels are employed to compose 
a single wall section, then, the interior ceiling height 
must be 8 feet high and no more. 

This is not a good height. Most modern site- 
fabricated homes have ceilings of 10-12 feet. 

Prefabrics, in general, are one-story structures. 
Thus, if you need room and are not anxious to ex- 
pand the building horizontally, you are not the man 
for prefabrics. 

Since shipping costs enter (pretty heavilv) into 
the picture you cannot economically purchase a 
prefabric to be set up more than 200 miles from 
its point of origin. For the man in the New York 
area this is no problem. But the biggest potential 
markets for prefabs are not in metropolitan centers 
but in the rural sections and suburban districts. 

But the big point about prefabs is not how they 
stand today, but how they will stand tomorrow. 

Most Americans cannot afford the costs of a mod- 
ern site-built home. A little piece of home-building 
will set you back $8-10,000 today. A pretty good 
prefabricated building runs $4-7,000. Both are small 
buildings. The $8,000 site-built house is the $5,000 
house of 1939 (if you’re lucky on your selection of 
builders). The $4,000 prefab is comparable housing. 

Prefabs’ advantages, in the low-cost field, are 
purely that: low-cost. You can buy a prefab for less 
cash, less long-term pay, less everything than a 
site-built home. If you intend to live in the place 
semi-permanently, you’re set. But if you intend 
the property as a temporary investment (for later 
re-sale), you can spend a lot more wisely. Second- 
hand prefabs are not the thing people want to buy. 

About appearance: some prefabs are pretty good. 
The design is functional, and therefore modern- 
looking. The layout is flexible. It is easier, less ex- 
pensive, to add to a (Please turn to page 362) 


Pre-fabricated housing lends 
itself readily to mass building 
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| Developing 
An 
Investment 


Program 


By WILLIAM A. HOWELL 


ELIEVING the accompanying letter received 
from a subscriber to be of timely interest to a 
large number of our readers, we obtained his per- 
mission to print it in full, along with our comments. 
The discussions “So You Want To Go Into Your Own 
Business” regularly appearing in these columns will 
be resumed in an early issue. 


Mr. Johnson Loren of St. Louis, Mo., writes us as 
follows: 


I would appreciate it very much if you could give me some 
suggestions on just how, or what, it would be advisable for me 
to invest mm. Briefly, this is my picture: I am forty-three, 
married, three children ages fifteen, twelve and two; own my 
own home on which the mortgage payments amount to around 
$75 a month and repairs and painting, etc., add another $25 
monthly. 


I own $65,000 of insurance, of which $20,000 is group, the 
balance Ordinary Life with around $1500 premiums yearly. 
My two boys own $7,500 insurance with around $200 premium 
apiece; there’s a $1,000 20-year Endowment on the baby and 
$2,000 on Mrs. Loren; the premium on these three policies 
being a little over $100 a year. 


I have about $5,000 in bonds at this time—mostly war bonds 
and have around $500 in my checking account. My net income, 
after deducting business expenses, but before taxes, is around 


$10,000. 


I feel that I can invest about $100 a month and I am won- 
dering whether with this set-up it would be wise or expedient 
to go into common stocks with the sole purpose of seeking 
appreciation, rather than income, or whether it would be best 
to confine all of my investment purchase to good sound bonds. 


Mr. Loren has established a home for himself and 
his family and built up a sizable insurance estate. 
Further, he has wisely done these things while he 
was comparatively young, and before he entertained 
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any idea of common stocks, or other familiar forms 
of investment, aside from war bonds. 

Now, however, he is ready for the third step in 
what so far has been a soundly conceived program 
of building an estate. 

The impression is gained from Mr. Loren’s letter 
that he has not reached the peak of his personal 
earning power, and that the figure of $10,000 is rea- 
sonably assured over the forseeable future. If we are 
correct in this assumption, it is felt that until he can 
anticipate some change in his earning status which 
would jeopardize his insurance program, or make it 
unduly difficult to support, he can justly afford to 
divert some portion of his income to the purchase of 
common stocks. 

In questioning the wisdom and expediency of 
purchasing common stocks, solely from the stand- 
point of potential appreciation, Mr. Loren may have 
several things in mind. 

First of all, he is doubtless concerned as to the 
possible risks involved. Any common stock invest- 
ment program entails risks—risks comparable to 
those taken by a businessman in the conduct of his 
own business. The over-all risks in the case of our 
reader, however, are considerably mitigated by the 
fact that his proposed purchases of common stocks 
will total only 12 per cent of his annual income; they 
will be much less in proportion to his capital. Fur- 
ther he has a backlog in war bonds equal to 50 per 
cent of his yearly earnings. 


Proper Timing 


Mr. Loren may wonder whether this is the proper 
time to initiate a common stock program—in the 
wake of a rise in stock prices of nearly four years 
duration. It is his expressed plan, however, to invest 
regularly every month and the probabilities are that 
if this plan is adhered to continuously over a reason- 
ably extended period, the average prices of his com- 
mitments will produce satisfactory over-all results. 

As to the choice of mediums, there are several 
courses open to him. It is presumed that in placing his 
emphasis on appreciation, he does not intend to en- 
gage in short-term speculative trading, but to ac- 
quire shares and hold them for longer term appre- 
ciation. Such being the case, he can select a diversi- 
fied group of issues in the lower and medium price 
brackets. This would permit the acquisition of a 
larger number of shares and, in a rising market, per- 
centage gains on such issues may be substantial. 
As an alternative, he may confine his choice of issues 
to those with a strong “growth” factor. Or he may 
purchase the shares of leading investment trusts of 
the “management” type. The latter exact a “loading 
charge” from investors, but this is compensated for 
by the diversity of equity and the presumed skill of 
the management. 

However, our reader may prefer to develop his 
own program; the good sense and sound judgment 
which he has shown in the management of his 
affairs should stand him in good stead. 
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The Magazine of Wall Street’s index of bond prices 
showed the following changes during the period 


indicated : 
On On 
Nov. 24 Dec. 8 
Forty Domestic Corporations... 122.7 123.1 + .4 
Ten High Grade Rails......... 117.2 117.2 —— 
Ten Second Grade Rails....... 282.6 285.4 +2.8 
Ten High Grade Utilities...... 99.6 99.6 —— 
Ten High Grade Industrials.... 105.6 105.6 —— 
Ten Foreign Governments..... 131.4 132.4 +1.0 


Bond prices over the past fortnight have held 
within a very narrow range. The outstanding excep- 
tion was the second grade rail group which showed 
pronounced strength. In the week ended Dec. 8, our 
index of second grade rails attained the best levels 
since the low point of last August. It is, however, 
still below the June 9, 1945 high of 290.1. The Dow- 
Jones Index of ten second grade rails on the other 
hand reached a new all time on Dec. 11, the highest 
point, in fact, since the inception of the index in 
1915. The two somewhat divergent trends, however, 
can be explained by the difference in the composition 
of the two indexes. The D-J Index is limited to the 
bonds of solvent roads, while ours is not. 

The end of the Victory Bond Drive was the signal 
for a veritable flood of new bond offerings and this 
month will probably mark the end of large scale cor- 
porate refunding, at least for the time being. There 
was considerable advantage to be gained by conclud- 
ing refunding operations this year because of the 
sizable tax savings which would not be possible un- 
der the reduced tax schedules for 1946. A greater 
preponderance of issues for the purpose of providing 
new capital may feature 1946. Also there will prob- 
ably be some large offerings of securities of public 
utility operating companies as holding companies 
proceed with plans for dissolution. 

With the Federal Treas- 
ury committed to a con- 


Opportunities for Income and Appreciation 


By JACKSON D. NORWOOD 


ing was blocked by non-callable features. The latter 
were circumvented by inviting holders to tender 
their bonds for sale to the road. This method was 
employed by Southern Pacific in connection with 
Central Pacific 4’s 1949, and the road was able to 
acquire approximately $18 million of the bonds in 
that way. Incidentally, since the end of 1939, 
Southern Pacific has cut its bonded debt from $716 
million to $481 million, resulting in a reduction of 
nearly $10 million annually in interest charges. 


LEHIGH COAL & NAV... . S.f. 314’s 1970 are a new 
issue, the bonds having been publicly offered late in 


October. Currently selling at about 10414, the bonds} 


afford a yield of better than 3.3 per cent, which is 


above average for an issue of this calibre. The bonds,} 


issued in the amount of $13 million, are secured by a 


first mortgage on the property of the Lehigh & Sus-| 


quehanna R.R., which operates 150 miles of road 
carrying a heavy volume of traffic. The road is per- 
petually leased to the Central R.R. of New Jersey. 
Additional security is provided by deposit of stock 
of Lehigh & New England R.R., and other shares, 
including the aforementioned lease, and the lease be- 


tween the issuing company and its operating sub-} 


sidiary, Lehigh Navigation Coal Co. Earnings are 


derived chiefly from the Lehigh & Susquehanna} 


lease, which provides for an annual rental of about 
$2.3 million. Additional income is received in the 
form of dividends from Lehigh & New England 
shares, and anthracite properties have provided some 


income in recent years. Giving effect to this new} 


financing, total indebtedness including a $6.0 million 
bank loan is $25.9 million, and fixed charges thereon 
amount to about $800,000 annually. Protection pro- 
vided by average earnings in recent years indicates 
a satisfactory margin of safety for interest. Present 
fixed charges are but little more than half those in 

1938 and even if allowance 

is made for a fairly sizable 
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quired Columbus Foods Corp. operating five canning 
factories in the Middle West. Company’s preferred 
shares are included among current investment sug- 


gestions tabulated in these columns . Schenley 
Distillers 514% preferred will be redeemed at 105, 
and accrued dividends, on Dec. 31, 1945 . Inland 
Steel will redeem $10 million 1st 3’s 1961 on n April 1, 
next, but holders may submit called bonds for pre- 
payment any time after Dec. 28 . Sterchi Bros. 
Stores, Inc., has announced that it will redeem all 
of its outstanding first and second preferred shares 
on Jan. 15 next. The redemption price is $55 a 
share for the first preferred issue and $20 for the 


far , second preferred, plus accrued dividends in both 
h ish ¢ 
nds, } 


cases . . . Holders of Food Fair Stores, Inc. - $2.50 
preferred stock, with warrants attached, should 
exercise these warrants before Dec. 31. Warrants 
give holders the privilege of buying one share of 
common stock at $19.50. After Dec. 31, the pur- 
chase price will advance to $25 a share. 


BARKER BROS. 514% preferred .. . The 514% pre- 
ferred stock ($50 par) of Barker Bros. Corp., will 
be reclassified and exchanged, share for share, for 


future. In effect the 514% issue, currently quoted 
around 54 on the New York Stock Exchange, carries 
a potential dividend of $2.25 annually and an indi- 
cated yield is 4.1 per cent. The company operates the 
largest home furnishings store on the Pacific Coast. 
With the likelihood that sales over the months ahead 
will be bolstered by increased supplies of merchan- 
dise and sustained demand, earnings outlook is fa- 
vorable. Lower taxes next year will also enhance net 


' income. As of Sept. 30 last, the company’s balance 


sheet showed working 


In Bonds and Preferred Stocks 


CURRENT RECOMMENDATIONS ... The attention 
of investors with year-end funds for placement is 
directed to the accompanying tabulation of bonds 
and preferred stocks. The selection emphasizes is- 
sues which appear reasonably valued at this time, 
and which also afford a somewhat better than aver- 
age return. Most of them have been given thumbnail 
analyses in these columns in the recent past. As a 
quick yardstick of the comparative quality of these 
issues, it will be generally found that the indicated 
yield is about in inverse ratio to their relative in- 
vestment rating. 


NIAGARA HUDSON POWER .... .. Stockholders of 
Niagara Hudson Power Corp. will vote Dec. 28, on 
the proposal to reduce the par value of the common 
stock from $10 a share to $1 a share. This would 
result in creating a capital surplus of some $86 mil- 
lion and pave the way for resumption of dividend 
payments on the first preferred shares. Accumulated 
arrears in unpaid dividends on the first preferred 
issue amounted to $16.25 a share on Nov. 1. Divi- 
dends on the issue have been earned in recent years 
but payments were suspended in 1942, when the 
company was ordered by the Federal Power Com- 
mission to effect a large write-off in the fixed capital 
account of the Niagara Falls Power Co. In addition 
to resumption of dividends on the senior preferred 
issue, there is a good possibility that earnings over 
the next year will also permit some payment on 
arrears. 


WATCH CALL PRICES... Again it appears timely 
to caution investors against acquiring new commit- 
ments at prices well above the call price. In some 





capital of some $5.2 mil- 
lion which would be 
equivalent to better than 
$80 a share on the 65,000 
authorized shares of new 
414% preferred although 
for the present, out- 
standing shares will total 
only 45,124. Over a pe- 
riod of ten years, divi- 
dend coverage for the 
new preferred shares 
would have averaged bet- 
ter than four times an- 
nually. The initial call 
price on the 414% issue 
has been set at $55 a 
a share, and will con- 
tinue through 1950, For 
the investor seeking 
a medium grade issue, 
yielding an attractive re- 
turn, the shares are rec- 


Bonds: 


Deb. 5’s, 1950 


Northern Pacific: 
Ref. & Imp. 4!/2's, 2047 
Ref. & Imp. 5's, C, 2047 


Union Elec. Co. of Missouri 
Ist and Coll. 336's, 1971 


Preferred Stocks: 


Baldwin Loco. $2.10 Pfd. 
Columbia Gas & Elec. $6 Pfd. 
Curtis Publishing $4 Prior Pfd. 
Sharon Steel $5 Pfd. 


Stokely-Van Camp $1 P 





*—After July 1, 1952. 





Suggestions for Current Investment Funds 


General Steel Castings 5!/2's, 1949 
International Tel. & Tel. Deb. 5's, 1955 
New England Gas & El. Association 


New England Power Ist 3!/4's A, 1961 
Pittsburgh Steel Co. Ist 4!/2's, 1950 
Southern Pacific Deb. 4!/2's, 1981 


Associated Dry Goods $7 2nd Pfd. 


Sou. Calif. Edison Save, {3 _—* Ptd. 


instances analysis will 
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_ Market Statistics 


The four major bull markets 
which preceded this one had an 
average life of 49 months and 
took the Dow industrial average 
up by an average of 262%. If the 
record were a sure guide, it could 
be said that this rise has lived 
out about 90% of its life, but that 
in the remaining 10% it has to 
take the Dow average up by 
about 137 points to 333 to equal 
its four predecessors with respect 
to percentage rise. However, “‘the 
averages,” in this sense, are no 
guide at all; and every bull mar- 
ket is “different.” There is, of 
course, a good reason why mod- 
ern bull markets last longer than 
earlier ones. This has come about 
since the Government learned 
how to manage bank credit—and 
keep it easy. But that fact does 
not give any clue to just how long 
a trend may last. Insofar as 
money supply and interest rates 
are the story, one could make a 
plausible case why this bull mar- 


ket should set a new record in 
longevity. Plausible, mind you. 
Whether it will or not, this de- 
partment sayeth not. 


Values 

There can not be any real 
“sleepers” left in this market, in 
the sense of overlooked values. 
The most exciting group moves 
this year —for instance, in air 
lines, liquors, movies and retail 
trade stocks — have all been re- 
peat performances. It’s largely a 
matter of relative prices and rota- 
tion. Let a group rest for a spell, 
while others go up—and it begins 
to look attractive by comparison. 
Still, it must be conceded that at 
the prices of even three months 
ago the four groups cited here 
were really cheap on the 1946 
earning power now indicated with 
reasonable clarity. It is very hard 
to find others comparably attrac- 
tive—as attractive, for instance, 
as we believed good merchandis- 
ing stocks were when we began to 





American Safety Razor... 
Central Aguirre Associates... 
Consolidated Coppermines 00.0... 
Goebel Brewing ... 
McQuay-Norris Mfg. 

U. S. Gypsum... 

Vick Chemical . bese 
Walker (H.)-Gooderham & W.... 
Western Air Liney... 


PRMDNI PA MSNID ste nc sc Me 





INCREASE IN EARNINGS SHOWN IN RECENT REPORTS 


Latest Year 

Period Ago 
9 mos. Sept. 30 $2.30 $1.96 
Year July 31 1.38 1,29 
9 mos. Sept. 30 .24 3 
9 mos. Sept. 30 30 .28 
9 mos. Sept. 30 2.14 1.38 
9 mos. Sept. 30 2.62 2.32 
Sept. 30 quar. 2.07 1.83 
Year Aug. 31 12.26 9.81 


9 mos. Sept. 30 91 Hef 
Year Sept. 30 1.02 .78 
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emphasize them in these notes 
some time ago. However, two pos- 
sibilities are rayon stocks and oil 
field equipment issues —if they 
have not skyrocketed more before 
this is published. As we write, 
such stocks as American Viscose, 
Celanese and Industrial . Rayon 
appear priced at around 10 to 12 
times reasonably probable 1946 
share earnings. Among oil-field 
supply issues, Byron Jackson is 
up some 50% since we first spoke 
of it here; and that’s a lot of 
cream. Still, it is around 10 times 
indicated earnings for next year. 


Building Outlook 


The Department of Commerce 
forecasts a 60% rise in the dollar 
volume of 1946 new construction, 
putting it at $7.27 billion, against 
estimated $4.48 billion for this 
year. Private building for the new 
year is expected to rise about 
100% to $5.2 billion. The same 
agency puts the 1947 total at be- 
tween $11 and $12 billion, approx- 
imating the highest level of the 
1920’s. We hope this view is cor- 
rect and concede that it may be, 
but the assurance with which ex- 
act estimates are made raises our 
eyebrows a bit. Of course, the 
desperate will pay almost any 
price for shelter. Nevertheless, 
the excessive rise in the cost of 
building and the factor of rent 
control can not do this boom any 
good and are bound to do it at 
least some harm. Building was 
backward, for some years before 
the war interfered with it, largely 
because it was too expensive. Now 
it is more so than ever. Many 
people are going to be priced out 
of the home market, or get poor 
value for their money for some 
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time to come. This column would 
not bet on 500,000 homes next 
year, nor on 1,000,000 in 1948. 
Nor can it enthuse on many build- 
ing stocks, in their present price 
relation to nearby earning power. 


We Lack Vision 

We just haven’t got the vision 
of the bold visionaries who see 
good speculative prospects for 
such stocks as American Woolen 
common or Armour common. 
Maybe recaps are coming, to clear 
huge preferred arrears—but the 
preferred shareholders, if not 
crazy, will have plenty to say 
about terms. Why they should 
feel philanthropic toward the 
equities is hard to see. 


Farm Equipments 

The farm equipments have 
been “in between” stocks in this 
bull market: not among the great- 
est gainers percentagewise, nor 
among the smallest. From lows to 
highs this year, their maximum 
individual gains have been around 
35%, the lowest around 20%. 
That’s not so bad, as we see it— 
especially considering large ad- 
vances in prior years of the bull 
market. However, we are getting 
to the atmosphere in which some 
people think they have been poorly 
advised—if not robbed—if their 
stocks don’t double once a month. 
These kind of people ask why 
farm equipments are lagging. 
Well, one reason may be that they 
are no longer exactly cheap. An- 
other reason which lessens enthu- 
siasm, at current prices, is that 
they do not have the backlog of 
demand enjoyed by some other 
durable goods lines, because farm 
equipment was in substantial pro- 
duction throughout the war. A 
third reason might be that there 
is considerable new competition in 
the field. Of course, the outlook 
for at least a couple of years, per- 
haps even more, is generally fa- 
vorable; but this is a relative 
matter and has been substantially 
discounted. We doubt that the 
group has yet made its bull mar- 
ket high, but would not be at all 
surprised if it remains in the “in 
between” class. 


New Climate 

The kind of national income 
this country seems headed for 
might work wonders for some 
lines whereon investment return 
was not so good’ for some years 
before the war. Paper is one of 
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them. In plant facilities, finances 
and research it is a much im- 
proved industry. The demand 
vista appears favorable, and many 
of the companies are large gain- 
ers from repeal of the excess 
profits tax. On earnings, here are 
some “calculated possibilities” for 
1946 versus estimates for 1945: 
Sutherland Paper $4.50 to $5.50, 
against $2.50; Champion Paper 
$5-$6 against $3; International 
Paper $6-$8 against about $2.50; 
Kimberly-Clark $7-$9 against 
about $4; West Virginia Pulp & 
Paper $4.50-$5 against $2. Shave 
those estimates down a bit to be 
conservative, and most of the 
stocks still could be said to be a 
bit behind the market. 


No Oracles 

A membership on the New York 
Stock Exchange sold last week for 
$95,000. That is a new high for 
the current bull market in seats 
on the Big Board, and the highest 
price since May, 1937, when there 
was a sale at $96,000. It would be 
nice if this trend had some fore- 
casting value for stock prices, but 
it does not. That is, not neces- 
sarily. Naturally, the purchasing 
broker thinks there will be an ac- 
tive and strong market. He may 
or may not prove right for any 
length of time. There are some 
smart brokers; nice fellows, too. 
But they are not oracles. The 
price of Exchange seats, as the 
record shows, follows the market. 
Memberships sold at over $500,- 
000 shortly before the Big Crash 
in 1929. 


More and More 





Newberry (chain stores) with a 
proposed four-for-one and the 
stock now around 122; and Day- 
ton Rubber, with a proposed two- 
for-one, though this Curb Ex- 
change stock is only around 50, 
which is about the highest price 
ever known. There is no question 
about it. Splits make stocks easier 
to sell by those who wish to get 
out or pare down. Of course, that 
is not the object of most splits. 
But the trouble is that outside 
stockholders have to do a bit of 
guessing whether or not it may 
figure in insider objectives. Splits 
nearly always raise market prices, 
do not of themselves add even a 
thin dime to values. Some possi- 
bilities for future splits, none 
guaranteed: Eastern Air Lines, 
Chrysler, Johns-Manville, Inter- 
national Silver, Paraffine Compa- 
nies. 


In a Nutshell 

We would not be much sur- 
prised if Timken Roller Bearing, 
a staunch kind of company, earned 
around $5 a share in 1946, prob- 
ably double what will be shown 
for 1945, and if the $2 dividend is 
boosted to $3... On probable 
nearby earning power, Electric 
Auto-Lite is still one of the most 
conservatively-priced automotive 
issues . Lone Star Cement 
raised its dividend promptly with 
the first stirrings of building re- 
vival, and may well raise it again 
in 1946, for it is that kind of com- 
pany ... By the way, many ana- 
lysts would like dividend pros- 
pects much better on Montgomery 
Ward and United States Gypsum 
if there were a bit less “rugged 


























Stocks splits continue in fash- individualism” in the one-man 
ion. Two of the latest are J. J. managements. 
DECLINE IN EARNINGS SHOWN IN RECENT REPORTS 
Latest Year 
Period Ago 
Cessna Aireraft Co. Year Sept. 30 $ .72 $1.57 
Chicago Pneumatic Tool 9 mos. Sept. 30 ata 2.95 
Cleveland Graphite Bronze 9 mos. Sept. 30 2.68 4.09 
Cuban-American Sugar ....cccccccewecnnnnee Year Sept. 30 2.45 3.60 
Greyhound Corp. Sys 9 mos, Sept. 30 215 2.90 
Hudson: Motor Car... ie ~~ 9 mes. Sept 30 .09 69 
Motor Wheel ............... Sept. 30 quar. ae .60 
Rayonier ..... 6 mos. Oct. 31 14 35 
West Indies Sagar co ce cc ~~ Nea Sepa ae 4.06 4.33 
Wilson & Co Year Oct. 27 1.70 2.71 
349 




















The Personal Service Department of THE MaGAzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 
lowing conditions: 
1. Give all necessary facts, but be brief. 


2. 
3 
addressed envelope. 


envelope. 


4 
5 


Confine your requests to three listed securities; one request per month. 
- No inquiry will be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


. If not now a paid subscriber use coupon elsewhere in this issue and send 


check at same time you transmit your inquiry. ; 
Special rates upon request for those requiring additional service. 





Callable or Non Callable? 


Your sales recommendations included a 
$1,000.00 City of Phoenix bond Ref WW 
414 57 and listed a price of 133% which I 
have been attempting to observe. My orig- 
inal list as filed with you included this bond 
at 104 which was the valuation given me 
by a local broker for State Tax purposes 
as of July 1st. 

I am fully informed on the situation but 
understand that some change in the Ari- 
zona law has eliminated the non-callable 
feature.and presumably the reduced price 
indicaies some possibility of redemption. 
Will you please advise me on this?” 

—H. C., Buffalo, N. Y. 

We took it upon ourselves to 
make a complete check on the 
City of Phoenix bonds and the 
brokers from whom we obtained 
the quotation made same on a 
money basis, assuming them to 
be non-callable on the strength 
of the legal opinion. We find, 
however, that there is a legal con- 
troversy pending as you men- 
tioned, based on a supposed pro- 
vision of the State Law in Arizona 
which it is being contended was 
overlooked in the writing of the 
legal opinion. Allowing that the 
attorneys writing the opinion 
made a glaring error, it would 
seem that the local corporation 
counsel was something less than 
fair in allowing the sale of the 
bonds to be made without first 
correcting the inaccuracy of the 
legal opinion and the circulars 
put out at the time said bonds 
were issued. Under existing con- 
ditions, the maximum value of 
the bond would be about 10414, 





assuming that the bonds could be 
called at par. We would therefore, 
recommend retention pending a 
U. S. Supreme Court decision of 
the issues involved for, if it 
should be finally held that the 
bonds are non-callable, you could 
probably then have the opportu- 
nity to obtain a high premium. 


Seeks Higher Income Yield 

Within the near future it is expected that 
the Chicago, Milwaukee & St. Paul will 
issue under the plan of reorganisation its 
2nd mortgage 4%s of 2044, and also a 
$5.00 preferred stock. At the present time 
the bonds which have nine points of ac- 
cumulated interest are selling for around 
89 and the preferred stock for around 73. 

I am primarily interested in a reasonable 
rate of return on my holdings and would 
consider an overall return of between 4% 
and 5% as very satisfactory. Appreciation 
of principal is a relatively minor concern, 
and my situation is such that the possi- 
bilities of inflation would affect me less 
than others. In other words, I have only 
myself to provide for, and my needs are 
simple, 

My present holdings are about equally 
divided between high grade common stocks 
and savings accounts. The latter, of course, 
reduces my overall rate of return substan- 
tially so that at current market prices the 
overall return is only slightly better than 
2%. My living expenses are such that this 
small return is almost inadequate, but a 4% 
to 5% return would be ample to care for 
my needs. 

It has been suggested to me that the 
above mentioned securities would offer a 
good opportunity of increasing my overall 
return if I were to transfer some, but not 
all, of my savings accounts funds into this 
form of investment, I would therefore, like 
to have your opinion as to the wisdom of 
buying perhaps two or three bonds and/or 
20 to 30 shares of the preferred stock. 

—C. F., Springfield, Mass. 


THE MAGAZINE OF WALL STREET 


We have given careful consid- 

eration to your inquiry on Chi- 
cago Milwaukee & St. Paul issues. 

The general mortgage issues 
will constitute a lien on all of the 
properties of the new company, 
subject to the Ist mortgage bonds. 
Interest will be contingent on 
earnings and both Series “A” and 
“B” bonds will be cumulative to 
the extent of 1314%, whether or 
not earned. The “A” bonds hav- 
ing a priority as to interest pay- 
ments will be of better quality 
than the general income 414s, 
series “B’” issue, of 2044. 

The preferred stock is non- 
cumulative but would participate 
equally with the common on any 
dividends on the latter stock in 
excess of $3.50 per annum. Earn- 
ings should be sufficient in normal 
years to cover dividend require- 
ments on this issue, despite the 
fairly large number of shares out- 
standing (1,113,480). While the 
near term outlook for this road 
is favorable, the prewar record 
was not impressive and the longer 
term outlook is obscure. There- 
fore, these bonds and preferred 
stocks must be considered specu- 
lative. 

Of course, you realize that in 
general to obtain a higher yield, 
an investor must take greater 
risks. You state that your pres- 
ent holdings are about equally 
divided between high grade com- 
mon stocks and savings accounts, 
and the latter reduces your over- 
all return to slightly better than 
2%. You can increase your in- 
come from conservative invest- 
ments through U. S. Savings 
Bonds, Series “G”, which yield 
214% currently. This is a higher 
return than most savings banks 
pay. 

Ruberoid Company 

Please furnish information on Ruberoid 
Company. I am enclosing a stamped en- 
velope for reply. 

—E. M. A., Montclair, N. J. 

Company was established in 1886 
under the name of The Standard 
Paint Co. and present title was 
adopted in March, 1921. 
(Please turn to page 368) 
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Business Activity remained virtually un- 
changed during the fortnight ended Dec. 8. With 
reconversion retarded by strikes and the present 
disposition to live on unemployment relief, pen- 
sions and discharge pay, business improvement 
during the past few weeks has been at less than 
the normal seasonal rate and the decline below 
last year at this time has widened to 5%. For the 
month of November, however, this publication's 
weekly index of Business Activity rose to 160.2%, 
of the 1935-9 average—5.2 points above Octo- 
ber, but 4% under November, 1944. Compen- 
sated for population growth, our November index 
rose to 148.1%, of the 1935-9 average, compared 
with 143.4 in October and 156.5 for November, 
1944. Eleven-months’ average was 156—2.3% 
below the like period last year. Without compen- 
sation for population growth, the eleven-months’ 
average was 168—only 1.3% lower than for the 
like period last year. 

x * 


October sales by Wholesalers were 16%, 
ahead of September and 9% above last year. 
Retail Store Sales in October were the largest 
for any month on record, except December last 
year. Chain Store and Mail Order sales in Octo- 
ber were 14% of September and 8°, above Oc- 
tober, 1944. Department Store Sales for four 


(Please turn to the following page) 
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SUMMARY 
MONEY AND CREDIT—Victory Loan 


goes well over the top. Prices, including 
OPA ceilings, continue to rise gradu- 
ally, but persistenily. 


TRADE—Department stores are having 
little trouble in disposing of substand- 
ard merchandise. Shortages in many 
lines are so acute that shoppers are 
“buying anything.” 
INDUSTRY—Business activity only 5%, 
below last year, despite strikes and 
idling. Administration authorizes in- 
creases in hourly wage rates to 33% 
above January, 1941 levels. Drift to- 
ward statism needs curbing. 


COMMODITIES — Spot indexes con- 
tinue advance under persistent excess 
of demand over supply; but futures hesi- 
tate. Predicting continuing heavy do- 
mestic and foreign demand for food 
products, Agriculture Department asks 
for a little more production next year 
than this year. 
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Latest Previous Pre- 
Wk. or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURE (tf) $b Dec. 5 1.11 0.91 1.73 0.43 (Continued from page 351) 

Cumulative from Mid-1940_ Dec. 5 319.7 318.6 238.1 14.3 , i Te 9 10% ab the lik 
weeks ended Dec. | were above the like 
period last year, against a cumulative increase of 
11% for the year to date. Much to everyone s 

FEDERAL GROSS DEBT—$b Dec. 5 269.5 264.8 224.3 55.2 states, Degen Gants snk wnlng we walle 
in disposing of substandard merchandise. Slewrt- 
ages in many lines are so acute that shoppers 

MONEY SUPPLY—S$b are buying anything. 

Demand Deposits—10! Cities... a . nite = = rng ait See 

Currency in Circulation. ec. . . . . 

Before long, business will begin to feel the 
stimulating effect of recent settlement of the West 
Coast Lumber strike, and reconversion will pro- 

BANK DEBITS—13-Week nace ceed again under full steam after differences be- 

New York City—$b. oa ae: 8 = = - = tween management and labor in the steel and 

ver i : z 7.99 5.57 n ' 

100 Other Cities $b... we oe wee. $ — -— , automotive industries are compromised. 

* * * 

INCOME PAYMENTS—$b (cd) Oct. 13.57 13.42 13.68 8.11 

Salaries & Wages (ed) as Oct. 8.69 8.71 9.54 5.56 Meanwhile, prolongation of the General Motors 

Interest & Dividends (ed) Oct. 0.87 1.38 0.83 0.55 | strike may soon lead to wholesale shutdowns 

Farm Marketing Income (ag) Oct. 2.42 1.96 2.43 1.21 | throughout the entire automotive industry owing to 

Includ'g Govt. Payments (ag)___ Oct. 2.53 1.98 2.46 1.28 ——. of _ and —— — in - 
steel industry have voted overwhelmingly to strike. 
Should the threatened walkout materialize, many 

CIVILIAN EMPLOYMENT (cb)m Oct. 519 S12 53.9 82.6 | her Hass of indueniol activity would soon be- 
come badly crippled through shortages of that 

Agricultural Employment (cb) Oct. 8.9 8.8 9.4 8.9 “eae 

Employees, Manufacturing (Ib)... aoe Oct. 12.0 12.1 15.7 13.6 : ao 
Employees, Government lb)... Oct. 5.7 5.9 5.9 4.5 
UNEMPLOYMENT (cb) m Oct. 1.5 la 0.5 3.4 Published photographs of General Motors em- 
ployees leaving a factory convey an indelible im- 
naceoey GUMOTUENT tht) ™ - - ia - pression of the glee with which they laid down 
ct. . oe . 

Durable Goods eee A On 137 140 221 | eee eee es os, ee, 

Non-Durable Goods ane Oct. 110 110 119 123 release from drudgery; but union leaders ar wor- 

FACTORY PAYROLLS (Ib4) _ Sept. 216 257 334 198 tied over what the wives will have to say after a 
few weeks of no take-home pay. In some states, 

FACTORY HOURS & WAGES (Ib) where strikers are eligible for unemployment re- 

Weekly Hours _....... Sept. 41.4 40.7 44.8 40.3 | lief, union leaders are urging the men to stay out 

Hourly Wage (cont) . mreeeenenne Sept. 98.8 102.5 103.2 78.1 until they become entitled to such relief—usually 

Weekly Wage ($).... . Sept. 40.88 41.75 46.24 31.79 | otter @ period of three weeks. 

* * * 

PRICES—Wholesale (1b2) Dec. | 106.8 106.7 104.2 92:2 | : 

Retail (cdib) Sept. 142.0 142.2 138.9 116.1 A large number of workers saved a considerable 
sum of money during the war—not so much for a 
rainy day, we suspect, as for a holiday. Many of 

COST OF LIVING (Ib3) Oct. 128.9 128.9 126.5 110.2 these are not so much interested in wage increases 

sod a 139.3 139.4 136.4 113.1 as are their wives and their leaders. Labor leaders 
othing .... ct. 148.3 148.2 141.9 113.8 lled t btain hich d high 

—" are compelled to obtain higher and yet higher 

= Oct. 108.3 106.3 1082 = wages, and shorter and still shorter hours, and 
more and more loafing on the job in order to 
bee sete hold their own positions. 
— a - eae Oct. 6.92 6.21 6.18 4.72 
urable Goods .............. Oct. 1.05 0.91 0.90 1.14 oe 
Non-Durable Goods .. Oct. 5.87 5.30 5.28 3.58 Ane ; ot 

Dep't Store Sales 'mrb)... Oct. 0.68 0.55 0.61 0.40 This involves grasping for political power and 

Retail Sales Credit, End Mo. “(rb2) Oct. 2.42 2.19 2.26 5.46 | encouragement of hostility toward employers and 
the capitalistic system. It could end in some form 

f Statism, with labor unions abolished, but their 

MANUFACTURERS’ n : . 

New Orders (cd2)—Total..._ Sept. 170 136 206 18! former leaders exalted to thrones of supreme 

Sept. 118 60 230 221 

Durable Goods haot 202 184 191 157 power. It would be well for all of us here in 
shigamaie leith consi aes — Sept. 215 221 269 183 America to bear constantly in mind that Nazism, 
ie — Sree Sept. 227 261 372 220 Fascism, Communism, Socialism, Czarism, Tojoism, 
No. Deshi sGnod:-<. Sept. 206 193 198 155 are all end-products of an insatiable lust for power 
on the part of a few selfish, scheming and hypo- 

BUSINESS INVENTORIES, End Mo. critical individuals. Democracy must be ever vigi- 

Total cd)—$b Sept. 27.2 26.9 27.7 26.7 | lant to prevent any one man or group from ob- 

Minnitacturerc’ Sept. 16.5 16.4 17.1 15.2 vated h 
Wholesalers’ Sept. 3.9 3.8 4.0 44 | ‘Sting too mech power. 
Retailers’ Sept. 6.8 6.7 6.6 72 * + * 
Dept. Store Stocks (rb)—I._. Sept. 172 187 161 139 Stabilization Director Collet has just ruled that 
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Latest Previous Pre- 
Wk. or Wkh.or Year Pearl PRESENT POSITION AND OUILOOS 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc Dec. | 148.9 148.7 157.8 141.8 : 
(M. W. S.)—I—np iciteacas Dec. | 161.1 160.9 169.0 146.5 (Continued from page 352) 
INDUSTRIAL PROD. (rb) —I—np Oct. 164 171 232 174 the WLB may approve any pay increase raising 
Mining sts Oct. 119 134 143 133 hourly Wages to 33% above January, 1941, 
Durable Goods, Mfr.__..__ Oct. 192 204 344 215 focal d thai | he 
eee) oe lee ee | nee 
CARLOADINGS—t—Total Dec. | 804 716 808 833 ceilings on their products. Since basic wages in a 
Manufactures & Miscellaneous. Dec. | 362 324 397 379 number of industries are already up more than 
— Lc _ ys - » = 33%, this would not appear to sanction a genergl 
: wage increase amounting to anything like what 
ELEC. POWER Output (K.w.H.)m Dec. | 4,025 3,841 4,524 3,267 union leaders are now demanding, or does it 
SOFT COAL, Prod. (st) m Dec. | 12.3 10.3 12.0 10.8 | imply any assurance that the OPA will approve 
Cumulative from Jan. | Dec. | 529 517 578 446 price increases after such wage increases have 
Stocks, End Mo Oct. “oe G2 Gt US| toque 
* * * 
PETROLEUM—(bbis.) m 
Crude Output, Daily 0 Pe ae ans _ Meanwhile the OPA, yielding to pressure from 
_— _ a ; 465 465 619 94.1 business interests and Congress, is becoming a bit 
Heating Oil Stocks Rae 443 45.3 45.4 54.8 pice — in — Price Increases. Re- 
2 cently, for exa , ith thorized a 20% in- 
LUMBER, Prod. (bd. ft.) m Dec. 1 245 © 226-= 554632 ee 
“06 Aare Mo. (bd. ft) b. ad } 32 32 38 12.6 = in rents sts 6 me e boost of Me a 
ee on on newsprint; a 4% to f, tise to manufac- 
STEEL INGOT PROD. (st.) m Nov. —y 5.60 Pig Be turers of low and medium priced furniture, effec- 
Cumulative from Jan. | Nov. 73.7 67.5 I. - tive Oct. |, 1946; and an average rise of !9 cents 
ENGINEERING CONSTRUCTION a ton on Pennsylvania anthracite coal. 
AWARDS (en) $m Dec. 6 80.3 59.6 18.1 93.5 aes 
Cumulative from Jan. | Dec. 6 2,132 2,051 +1653 5,692 aceeiaeaiaaialis 9 teil 
eptember Retail Prices were off fractionally; 
MISCELLANEOUS but Wholesale Pri f t ks h - 
Paperboard, New Orders (st)t Dec. | 173 124 190 165 : dias page a ba? an = 
Cigarettes, Domestic Sales—b.. Oct. 31.3 26.4 19.8 17.1 er ee vig e highest average level in 25 
Do., Large Cigars—m._.......-- Oct. 513 421 412 543 years. The Agricultural Department looks for a 
Do., Snuff & Mfd. Tobacco (Ibs.)m Oct. 31.2 27.6 28.8 27.6 10% increase in Food Prices by mid-1946, owing 
Portland Cement Production (bbls.)m Sept. 9.8 9.9 8.7 14.9 | ar . liminati oat 
Footwear Production (pairs) m_....... Sept. 37.1 41.6 38.5 34.8 Mme to pene St or ee 











Ag—Agriculture Dep't. 


1935-9—100. Ib—Labor Bureau. 


tons. m—Millions. 


out compensation for population growth. 
t—Thousands. 


Charge accounts. st—Short tons. 


b—Billions. 


cb—Census Bureau. 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 
lb2—Labor Bureau, 1926—100. 


mpt—At Mills, Publishers and in Transit. 
pe—Per capita basis. 


cd—Commerce Dep't. 


tbh—Federal Reserve Board. 


en—Engineering News-Record. 


tf—Treasury and Reconstruction Finance Corp. 


cd2—Commerce Dep't., Avge. Month. 


1939—1 00. 


I—Seasonably adjusted Index. 


Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. It—Long 
mrb— Magazine of Wall Street, using Federal Reserve Board data. np—With- 
tb2—Federal Reserve Board, Instalment and 
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No. of 1945 Indexes (Nov. 14, 1936, Cl—100) High Low Dec. | Dec. 8 

Issues (1925 Close—!00) High Low Dec. | Dec. 8 100 HIGH PRICED STOCKS____ 102.83 73.59 101.26 102.83H 

290 COMBINED AVERAGE __ 171.3 105.0 165.6 171.3R | 100 LOW PRICED STOCKS... 214.56 =112.22 204.63 214.56Y 
4 Agricultural Implements _ 219.2 160.5 219.2H 218.0 6 Investment Trusts _..___. 75.9 44.7 72.3 75.9P 
10 Aircraft (1927 Cl—1!00)__. _ 261.7 156.0 241.7 261.7R 3 Liquor (1927 Cl—!00)__._ 915.2 391.0 913.1 915.2Z 
6 Air Lines (1934 Cl.—100)__ 1290.9 559.6 1286.7 1290.9Z 8 Machinery 198.5 137.5 194.6 198.5H 
5 Amusement ____ —. baFS 78.9 143.7 157.89 2 Mail Order eee 14S 96.7 142.2 145.5Q 
13 Automobile Accessories _. 294.9 178.2 281.2 294.9Z 3 Meat Packing 122.9 68.6 122.9Z 121.3 
12 Aut bil 57.3 33.8 52.5 57.3Q 11 Metals, non-Ferrous _____. 246.0 149.0 235.2 246.0H 
3 Baking (1926 Cl—100)__.__ 23.4 14.3 22.2 23.4H 3 Paper 33.8 18.9 32.8 33.8P 
3 Business Machines ___.___._ 307.5 221.3 285.4 307.5H 22 Petroleum 199.1 142.5 197.6 199.1Z 
2 Bus Lines (1926 Cl—1!00)_. 192.9 123.5 183.2 192.9Z 19 Public Utilities _--__——« 1138.9 55.4 134.8 137.9 
4 Chemical 250.8 189.2 242.5 250.8R 5 Radio (1927 Cl—i00)_ 41.8 275 385 41.8P 
4c ication 100.2 73.5 97.3 100.2P 7 Railroad Equipment 99.6 68.9 95.4 99.6H 
13 Construction 69.3 42.3 67.2 69.3H 21 Railroads 37.6 22.8 36.5 37.6H 
7 Containers 403.2 276.5 398.5 403.1Z 2 Shipbuilding 134.4 89.9 134.4Z 127.0 
8 Copper and Brass 116.3 74.8 114.7 116.3F 3 Soft Drinks 580.6 394.8 579.7 578.6 
2 Dairy Products __ a. (662 47.6 63.4 64.5 12 Steel and Iron 125.6 82.8 118.6 125.6H 
5 Department Stores _____.__ 86.6 39.8 82.1 86.6S 3 Sugar 79.2 55.2 77.5 79.2R 
5 Drugs and Toilet Articles___ 205.9 117.6 203.4 205.9Z 2 Sulphur 247.9 173.5 247.5 246.6 
2 Finance Companies 297.0 222.1 269.5 280.2 3 Textiles 125.0 58.5 120.4 125.0R 
7 Food Brands 211.5 134.5 209.5 211.5Z 3 Tires and Rubber 44.6 33.9 43.5 44.1 
2 Food Stores 78.9 56.1 75.9 76.0 5 Tobacco 95.7 67.5 93.8 95.7H 
4 Furniture 115.1 81.6 114.6 115.1 2 Variety Stores __.___ «320.0 255.6 306.7 311.8 
3 Gold Mining 1258.4 938.3 1218.1 1213.4 21 Unclassified (1944 Cl—100) 157.7 100.0 148.8 157.7A 
New HIGH since: A—1944; F—1939; H—1937; P—1931; Q—1930; R—1929; S—1928. Y—New HIGH since Nov. 4 ,1936. 

Z—New all-time HIGH. iethepe. 
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Spot commodity prices continued their steady advance 
during the past fortnight under the still continuing excess of 
demand over supply; but futures indexes were a bit soft in 
response to the OPA’s action in setting a ceiling on the 1946 
rye crop. The ceiling price of $1.42 a bushel will apply also 
to any of the 1945 crop sold after June 1, 1946, according to 
an OPA tuling which Senator Thomas (Okla.) assails as 
illegal. With wheat, corn, barley and rye holding close to 
ceiling prices, about the only outside speculation in com- 
modities futures is concentrated in oats, which is still free to 
reflect changes in prospects. Though the quality of cotton 
grown improved during the war, the quality of cotton picked 
this season is rather poor owing to a shortage of experienced 
labor. Cotton farmers are expected to plant 22.7 million bales 


Trend of Commodities 


next year. Under normal yields this should “Se 11.8 mil- 


lion bales, compared with only 9.2 million this year and 12.2 


million last year. From mid-October to mid-November, parity | 


prices held steady at their highest level since 1920; but prices 
received by farmers advanced 6 points to 205% of the 
1909-14 average—only a point below the 45-year record, 
206, reached in June and July. Principal advances during the 
31-day period were in rye, oats and cotton. Predicting that 
demand for food here and abroad will remain high. Agricul- 
ture Secretary Anderson is asking farmers to produce more 
next year. The only significant reductions requested are in dry 
peas, soybeans, peanuts, potatoes and barley. Substantial 
increases are urged for rye, cotton, sugar beets, sugar cane 
and cured tobacco. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. &Mo. 1 Yr. Dec.6 
Dec.8 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities... 187.1 187.0 186.5 184.1 183.6 182.8 156.9 
{1 Import Commodities... 168.9 168.9 168.9 168.9 168.9 168.7 157.5 
17 Domestic Commodities__ 199.9 199.7 198.8 194.6 193.7 192.5 156.6 
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Average 1924-36 equals 100 

1945 1944 1943 1942 1941 1939 1938 1937 
High 106.41 98.13 96.57 88.88 84.60 64.67 54.95 82.44 
Low .... 93.90 92.44 88.45 83.61 55.45 46.59 45.03 52.03 
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Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Dec.8 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural ... 233.2 232.4 231.9 225.2 227.5 222.7 163.9 
12 Foodstuffs . wiisteonccenisceccce BILD EVE 21M.) 20.0 2092 207.) VO92 
16 Raw Industrials 0. 169.7 169.4 169.4 168.0 166.3 166.3 148.2 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1945 1944 1943 1942 1941 1939 1938 1937 
High ... 98.9 976 96.0 89.1 85.7 783 658 93.8 
BOW te ks 96.7 94.9 89.3 86.1 74.3 61.6 57.5 64.7 
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Expanding Government 
industrial Research Program 





(Continued from page 319) 
control by a handpicked body of 
scientists and business men, free 
from the slightest political influ- 
ences, with a leader to be chosen 
by this group itself rather than 
by presidential appointment. Fear 
is that official political views, eco- 
nomic fancies or social programs 
might hamper the absolute free- 
dom which must be accorded all 
top-notch scientists in their men- 
tal processes. Opinion is also 
divided as yet as to whether re- 
search should be continued by the 
individual departments of Gov- 
ernment or merged into the new 
body. The country’s best rated 
scientists strongly urge a de- 
centralization of effort, foreseeing 
a benefit to incentive where re- 
search is practiced in already es- 
tablished laboratories of an in- 
dustrial or educational character. 
Problems relative to patents also 
enter the picture, as everyone 
agrees that discoveries emerging 
from the Foundation must be 
made available to all. 


High Talent Attracted 


Best promise for success of the 
Federal venture perhaps lies in 
the high degree of talent certain 
to be attracted, and the broad dif- 
fusion of newly developed ideas 
among small industrial concerns 
as well as the big ones. Govern- 
ment subsidies will aid deserving 
research organizations and build 
up the sadly depleted ranks of 
students so necessary for future 
development work, and the entire 
program will assure continuance 
of the amazing efficiency demon- 
strated by a few thousand sci- 
entists who provided superiority 
in weapons for our forces. 

Prime motivation for the new 
alliance between Government and 
science arises directly from the 
Office of Scientific Research and 
Development, headed for liquida- 
tion upon completion of its war- 
time duties. Dr. Vannevar Bush, 
director of this extraordinary 
group, and his associates have 
prepared an inspiring report, en- 
titled “Science, the endless fron- 
tier”, which stimulated great in- 
terest and enthusiasm among its 
readers. This document broadly 
outlines the potentials of a peace- 
time effort to promote the ad- 
vancement of science on a scale 
never before attempted by our 
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Government and _ transcending 
political considerations. 


Senators Magnuson and Kilgore 
have each sponsored bills which 
would create the Foundation as 
an independent agency of Gov- 
ernment, but with material dif- 
ferences in composition and set- 
up. Following Dr. Bush’s recom- 
mendations, the Magnuson bill 
provides for control by a non-po- 
litical board of top-flight experts, 
but under the Kilgore plan more 
than half of this group would be 
heads of Government agencies 
and top ranking military officials. 
At the very outset, therefore, 
politics have been injected into 
the arguments, but due to the 
strength and quality of counter- 
pressure, it seems likely that 
neither politicians nor career men 
will be granted a say-so when a 
bill emerges from the Committee 
rooms. - Hope is expressed that 
even minor employees of the 


Foundation will be freed from the | 


influences of Civil Service. 


Among ardent supporters of 
the proposed program are the 
American Chemical Society, the 
National Association of Manu- 
facturers, Johns Hopkins Univer- 
sity, Massachusetts Institute of 
Technology and a long string of 
university heads and famed sci- 
entists. Especially impressive 
were the prepared comments of 
Dr. Irving Langmuir in address- 
ing the Committees. “Do not 
open the doors’, said the General 
Electric Co.’s Chief of Research, 
“for easy appointment of un- 
trained and worse than worthless 
employees who may creep into po- 
sitions of control and attempt to 
pass themselves off as wise ad- 
ministrators who understand bet- 
ter than so-called fuzzy scientists 
how the job should be done.” And 
the advice is likely to be heeded. 


What It All Means 


The Government’s entry into 
scientific research is by no means 
primarily designed to supplant, or 


compete with, private industrial | 


research; rather it is to supple- 
ment it. Our big corporations 
will continue their research pro- 
grams to which so much of their 
growth has been due, though no 
doubt they will benefit from Gov- 


ernmental research in fields ex- | 





NOTE—From time to time, in this spucey 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
icans. Thisis number eighty-three of a series. 
ScHENLEY DiIsTILLers Corp., New YorK. 


Grounded 


Nine of the grandest lads in the world 
honored us here at Schenley the other 
day by paying us a visit. These lads 
came from the Army Air Forces Con- 
valescent Center at Pawling, New York. 
They came, wearing their well-earned 
ribbons. Several of them walked with 
canes and one of them had not yet 
reached the stage where he could throw 
away his crutches. 


When these convalescent boys are well 
on the road to recovery they have a 
lot of freedom to pursue the things they 
are interested in—things they want to 
do when they are, literally, firmly back 
on their feet. Quite a few of them are 
interested in embarking on advertising 
careers. 


So, here they came to pay us a visit— 
these heroic bird-men. They were quiet, 
sincere. They demanded nothing. They 
were actually humble, but nevertheless 
avid to learn. We arranged for one of 
our seasoned advertising managers to 
take them in tow. They looked around 
here and listened, and some of our ad- 
vertising procedure was explained to 
them. That was lesson Na. 1 in this 
brief course. Then they were conducted 
through the offices of one of our ad- 
vertising agencies. Lesson No. 2 con- 
sisted of an explanation of the procedure 
of an agency in handling ‘he account of 
a client. 


Lesson No. 3 began when some of the 
boys evinced an interest in radio ad- 
vertising, so arrangements were made 
with one of the broadcasting stations 
and the boys learned something about 
the “behind the scenes” workings of a 
radio program. 


And that isn’t the end of the story. 
More of the same will follow, both here 
at Schenley and elsewhere—in other 
American businesses—because business 
today is social minded... . realizes, like 
all of us do individually, that there’s a 
debt to be “paid in full’! And for these 
lads that time is now. They’ve done 
their stuff! 


Did we say we were honored? We'll 
say it again.... 


WE WERE HONORED! 


MARK MERIT 


OF SCHENLEY DIsTILLERS Corp. 


traneous to their own particular | 


endeavors. Biggest beneficiary 
perhaps will be small businesses 
which for financial reasons are 
unable to carry on independent 
research activity. The fruits of 


| REE—Send a postcard or letter to Schenley 
| Distillers Corp., 350 Fifth Ave., New York 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 


| 
| 
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Governmental research will be 
placed at their disposal for com- 
mercial exploitation wherever 
such a course appears feasible. No 
doubt this will tend to keep their 
big competitors on their toes. But 
beyond mere commercial aspects, 
expanding Government research 
will go far towards keeping our 
country in the front rank of 
world-wide scientific progress. In 
the new era now unfolding, this is 
not only desirable but necessary 
— for economic, political and 
social reasons. 





The Metals in Reconversion 





(Continued from page 328) 
funded debt and 1,192,366 
shares of preferred. Thus while 
the financial position is exception- 
ally strong, fluctuations in earn- 
ings applicable to the common are 
accentuated. In other words the 
leverage created adds speculative 
appeal to the shares but tends to 
lessen potential dividend stability. 
In selling at a recent price of 58, 
to yield 3.4%, postwar potentials 
have been rather liberally dis- 
counted and doubt as to the out- 
come of the aforementioned Gov- 
ernment action naturally tends 
to temper investor enthusiasm. 

Most of the domestic produc- 
tion of lead centers in Missouri, 
Utah and Idaho, and difficulty ex- 
perienced in developing additional 
reserves of low-cost ore hampers 
progress in this industry. For a 
good many years past, no new 
uses for lead have been created 
to expand demand—in fact com- 
petition from other metals has 
increased. Chief customers in pre- 
war were the battery manufac- 
turers, although demand for lead 
as a covering for cables helped 
bolster volume. Labor shortages 
have restricted production con- 
siderably in spite of a rise in 
premium prices offered by the 
Government, as a consequence of 
which Mexican imports have been 
encouraged by a reduction of the 
tariff rate from 21% cents per 
pound to 1.2 cents. Lead is still 
on the critical materials list in 
Washington and as the stockpile 
holdings are considered low, do- 
mestic production and imports 
are likely to remain about equal. 

By far the most important 
lead producer is St. Joseph Lead 
Company, which supplies nearly 
a third of the country’s total 
output. For more than _ sixty 
years past, this concern has es- 
tablished an interesting dividend 
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record, distributions having been 
omitted in three depression years 
only, although the rate has varied 
considerably. Continued shortage 
of lead in relation to domestic de- 
mand, an increasing supply of 
mine labor and some hope that 
price controls will be adjusted to 
permit more profitable operations 
next year when premium prices 
no longer boost profit margins, 
lend confidence to the outlook for 
this strongly entrenched concern. 
A yield of 3.7% available with 
the shares priced around 53 is 
about average for good-grade in- 
dustrial stocks in the current 
market, but appreciation poten- 
tials are somewhat limited. 
Broadly viewed, above-average 
yields obtainable on a number of 
non-ferrous metal shares is a 
warning sign that wartime pros- 
perity for the industry may be 
followed by a relapse to more 
spotty conditions such as held 
many concerns in a marginal 
status in prewar. For the strongly 
entrenched and low cost-pro- 
ducers, however, the medium 
term outlook holds considerable 
promise of well-maintained earn- 
ings and dividends although only 
in few instances are growth po- 
tentials an important factor. 


High-Cost Producers 


Least attractive are high-cost 
producers whose recent and cur- 
rent satisfactory earnings are 
solely due to subsidy payments. 
Important in the overall picture 
is also the probability that the 
import duties on copper, lead and 
zine will be reduced in the post- 
war in line with recent passage 
of the Trade Agreements Act per- 
mitting tariff reductions up to 
50% below the January Ist level. 

Traditionally, metal stocks have 
been favored inflation hedges but 
thus far during the current bull 
market and inflationary period, 
the inflation hedge characteristic 
has found relatively little expres- 
sion marketwise. The main reason 
was existence of price ceilings 
which effectively negated the in- 
flation hedge aspect. With metal 
prices pegged, the inflationary 
pressure against commodity price 
levels could not exert itself in the 
metal sector. This may change, 
once ceilings are lifted. Copper 
quarters, it is understood, cur- 
rently talk 14 cents copper, as 
compared with the 12 cents of- 
ficial ceiling, once the latter are 
removed. This is a possibility that 
probably was at least partially 
responsible for recent market 


strength of copper shares. In- | 


vestment buying of such old-line 
favorites as Anaconda, Phelps 
Dodge and Kennecott has been 
substantial for some time. 





Selected Stocks for 
1946 Re-Investment 





(Continued from page 331) 


Until recently, copper shares 
had shown a tendency to lag be- 
hind the general market. Grow- 
ing investment demand, however, 
has had the effect of bidding up 
prices to a point where Kennecott 
is about 438 per cent above its 
1945 lows, whereas the market 
has risen about 29 per cent. The 
shares are still well under their 
1937 high of 71%. 


PENNSYLVANIA RAILROAD 


With an unbroken dividend rec- 
ord dating back to 1848, Penn- 
sylvania Railroad shares have 
paid dividends longer than any 
issue listed on the New York 
Stock Exchange. In several years 
of poor earnings, dividends 
amounted to only 50 cents a share 
but over the years, the stock has 
justified the faith of the large in- 
vestor following which it has at- 
tracted and still enjoys. 

Pennsylvania carries a larger 
volume of traffic than any other 
railroad in the country, and in 
several other respects it is like- 
wise favored by comparison with 
other carriers. Fixed charges are 
lower than the average for Class 
I roads and the road has likewise 
maintained above average control 
over operating expenses. In peri- 
ods of declining revenues par- 
ticularly, this latter factor has 
stood Pennsylvania in good stead, 
enabling it to show much better 
earnings than the average for 
Class I roads. 

In common with the majority 
of railroads, Pennsylvania has 
taken advantage of greatly in- 
creased revenues, swollen by rec- 
ord-breaking wartime traffic, to 
effect a material strengthening 
in finances. Fixed charges since 
1940 have been lowered by $4.4 
million annually, reflecting a re- 
duction in funded debt in the 
same period from $1,073.8 million 
to $956.3 million. Between 1940 
and mid-1945, working capital 
rose from $73.1 million to $118.8 
million, an increase of nearly 46 
per cent, An even greater reduc- 
tion in funded debt might have 
been possible, at the expense of 

(Please turn to page 359) 
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"It is no historical accident," declared Commander Harold E. Stassen ina 





recent speech, "that 6% of the world's population within our borders produced one 
fourth of the world's goods," pointing out that the fullest opportunities yet await 
in the era ahead. 

Equally optimistic is General Leonard P. Ayres, Economist of the Cleveland 
Trust Co., who finds that all factors point to a long period of prosperity for the 
nation, to follow a six months' technical lag in production during transition. 

But a number of industries envisage little delay in reaching their stride, 
and have set their sights high for 1946. For one, Retail Trade should hold its record 
pace, as consumer goods become more plentiful. 


According to Frank Mansfield, director of research for Sylvania Electric 
Products, Inc., conservative revision of immediate demand for radios now indicates 
18,700,000 would-be purchasers in the line-up and for five years to come, average 
number of buyers should top 20 million. 


Newest factor in economic considerations is a peak crop of babies. This 
means all-time high sales for toy manufacturers in 1946 and for several years there- 
after, says A. W. Zelomek, President of International Statistical Bureau, Inc. 


Delayed maintenance on the 430,000 paved highways in the country, estimates 
George R. Christie, president of the Asphalt Institute, will require purchase in 1946 


of about 6 million tons of petroleum asphalt, not to mention at least 2 million tons 
which will be required for new construction. 


Thomas A. Kennedy, vice-president of Philco Corporation, reports that 
civilian orders have now mounted to $110 million, calling for deliveries during the 
next seven months 43% above the company's total 1941 business, when volume of 
$77 million was an all-time high record. The demand for refrigerators, freezers and 
air conditioners is straining expanded capacity output. 

Despite large war contract termina‘ions and some reconversion lag, reports 
Lawrence Ottinger, president of U. S. Plywood Corp., this concern's newly booked 
orders warrant expectations that volume and earnings for the year ending April 30, 
1946, will compare favorably with those of the previous year. 






































Unfilled orders of Gar Wood Industries, Inc. for peacetime products are the 
largest in the history of the company, trucks and trailers engaging a major portion of 
productive capacity. 


In order that sleep on its "Beauty Rest" mattresses may approach the zenith, 
Simmons Co. is putting out an electrically heated blanket with an automatic 
electronic control to assure a riskless slumber. 


Acquisition of a new plant in Belvidere, N. J., by Celanese Corp. of America 
will expand its production of chemicals and plastics. Some $10 million eventually 
will be spent in the development of this project and more than 750 new jobs will 
be offered. 


Prospects of the shoe industry and the leather trade are enhanced by a 
reported record number of cattle on feed throughout the country. Chances are that 
with the turn of the year, ample supplies o” heavy hides will come on the market and 
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that production may exceed 24 million pairs of shoes in 1946, half a million more than 
in the current year. 

A new product announced by Minneap»olis-Honeywell Regulator Co. should cut 
costs in the chemical and petroleum industries. Described as an "adjustable 
indexet" the device makes mathematical computations during processing and manu- 
facturing operations. 

OPA is blamed for delays in pricing that new radio you vainly hoped to get by 
Christmas. At last, however, the new prices have been announced, enabling Emerson 
Radio and Phonograph Corp. to rush 30,000 1946 models to dealers, with a promise 
of an additional 70,000 by January 1. Better late than never. 

To gauge the automotive industry at the retail level rather than by the 
yardstick of production volume, the AMA estimates that motorists spend $5 billion 
annually in touring. 360,000 establishments do a $8.5 billion business in serving 
the car owner. 

Pump manufacturers are sharpening their pencils to bid on six of the largest 
water pumps ever built, to be installed at Grand Coulee Dam. Each pump will have 
to service 100,000 acres of irrigated land and will have its individual 65,000 HP 
electric motor. 

RFC is beginning to find customers on an increasing scale for surplus war 
plants, although the Civilian Production Administration now admits that less than a 
third of the $14 billion federally-owned war facilities will be usable. 


Six government-owned plants erected at a cost of $7.7 million, including 
machinery, have just been sold to General Electric Co. for $5.8 million. GE operated 
these facilities on a fee basis during the war. 

A bid of $10 million by Westinghouse Electric Co. for a surplus war plant in 
Buffalo, N. Y., has been accepted by the RFC. The company's motor division will be 
relocated at this point. 


Oliver Corporation has an interesting new plow which in tests has raised 
production of potatoes by as much as 76 bushels per acre. Extra blades churn up four 
inches of soil below the normal level, thus enriching the depleted soil above. 

Atlanta, Georgia, continues to attract Northern merchandising firms, several 
of which have surrendered to its allure. This time, it is New York's Franklin Simon 
which has purchased a corner lot on which will be erected a modern store. 

Still one more electric refrigerator, the Frostor, will soon compete with the 
growing number in this field. General Tire & Rubber Co. will handle the sales end 
while Liquid Carbonic Corp. is responsible for design and production. 

The French Government has just placed orders for 400 additional locomotives 
in this country, of which 160 will be made by American Locomotive Co. This 
concern accordingly now has a backlog of orders for export alone amounting to 558 
steam and Diesel locomotives. 






































Naval dentists have developed an unsuspected new product for the plastics 
industry, and in the process routed a former German monopoly. Henceforth, no more 
glass eyes, for during war years it was found that hand-painted plastic ones could be 
attached to the eye muscles of wounded veterans and made to roll. 

Diversification and increasing emphasis upon research doubtless account for 
a change in name by well-established General Printing Ink Corp. Letters hereafter 
should be addressed to Sun Chemical Corporation. 

One recent day proved to be a recori breaker for R. H. Macy & Co., when sales 
soared to $1,121,621, highest level in history for any one day achieved by this 
leading merchandiser. 


Magazine Repeating Razor Co., long allied with American Chain Co., has been 
acquired by Eversharp Pencil Co. After about 20 years of stiff competition, volume of 
this Shick novelty has soared in reflection of consumer popularity. 

By repayment in full to RFC, Henry J. Kaiser's $28.4 million debt incurred 
for construction of the Permamente Metals Corp. magnesium plant has been settled 
in four years time, six years ahead of its maturity. 























358 THE MAGAZINE OF WALL STREET 














yhan 


ited 


Ww 


ur 


ral 
pe! 


the 


res 


S 


Or 


EET 











(Continued from page 356) 
working capital, had it not been 
for the large price premiums on 
outstanding bonds and the limited 
number of issues carrying call 
privileges. 

Earnings in 1945 will be below 
the 1944 figure of $4.92 a share, 
but just how much is difficult to 
say. The road has some $40 mil- 
lion in emergency amortization 
which will be charged off in the 
final quarter. This figure is 
equivalent to about $3 a share 
and will have a distorting effect 
upon reported earnings. A fair 
guess of 1945 earnings would 
place them somewhere between 
$3.50 and $4 a share. 

Serving one of the most densely 
populated and highly industrial- 
ized territories in the country, 
earnings of Pennsylvania derive 
considerable benefit from well 
sustained freight and passenger 
revenues, but the level will fall 
below the average of $5.75 a share 
for the years 1941-44 inclusive. 
The decline, however, should be 
arrested at a figure which should 
preclude any near term concern 
as to the security of the $2.50 
dividend. Nor is it likely to be 
placed in jeopardy by higher wage 
rates which railroad employees 
are virtually certain to be granted. 
An increase in wages is almost 
certain to be at least partially off- 
set by higher freight rates. 

In recovering from their 1945 
low of 3314, gaining about 39 
per cent, Pennsylvania shares 
have kept pace with the market 
action of the railroad group; the 
recent high of 4644 compares 
with the 1937 high of 5014. 


EATON MANUFACTURING 


Although identified with a field 
characterized by aggressive com- 
petition, the record of Eaton 
Manufacturing over an extended 
period affords rather convincing 
evidence of the company’s ability 
to more than hold its own. Backed 
by a good dividend record, strong 
finances and the promise of well 
sustained earnings over the com- 
ing months, the shares are an 
attractive investment medium. 

The bulk of Eaton’s products, 
which include axles, springs, 
valves, car heaters, stampings 
and castings, is sold to such lead- 
ing automobile and truck manu- 
facturers as General Motors, 
Chrysler, Ford, International 
Harvester and others. For the 
aircraft industry, the company 
manufactures engine _ valves, 
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crankshafts, propeller shafts and 
other items. Large war orders 
were booked but these were con- 
fined principally to normal lines. 

In only two out of the ten years 
ended with 1944 did the company’s 
earnings fall below the $3 divi- 
dend, which has been paid for six 
consecutive years, including 1945. 
That was in 1935 and 1938 when 
earnings were equal to $2.65 and 
$0.03 per share respectively. In 
the ten-year period earnings av- 
eraged $3.89 a share and the av- 
erage annual dividend was $2.48. 
With earnings equal to $3.44 in 
the first nine months of 1945, 
against $4.15 in the same months 
of 1944, the probabilities are that 
for all of 1945 profits will be 
somewhere between $4 and $4.50 
a share, In 1944, net income, af- 
ter reserves amounting to $1.21 
a share, was equal to $5.31. Next 
year, and for several years, the 
automobile industry will be com- 
mitted to a program of maximum 
production, a prospect which au- 
gurs favorably for Eaton’s post- 
war potentials. 

The company’s balance sheet 
as of Sept. 30, last, revealed cash 
and securities of $21.8 million, 
while current liabilities totaled 
only $16.5 million. Net current 
assets of $17.4 million were equal 
to about $24.72 a share for the 
703,646 shares outstanding. 

With adequate finances and a 
promising earnings prospect, the 
present $3 dividend appears as- 
sured and on this basis the shares 
yield about 4.6 per cent at recent 
levels around 65. The 1945 high 
of 6614 represents a gain of 36 
per cent from the 1945 low of 49, 
which is about 8 per cent better 
than the action of the Dow-Jones 
Industrial average. Currently the 
shares are well above their 1937 
high of 3714, and only about 10 
points below their 1929 peak. 





The Potentials in Gulf Oil 





(Continued from page 334) 

Even more expressive of modest 
asset valuation than the forego- 
ing is that given by Gulf Oil to 
its holdings of 1,296,100 shares of 
Texas Gulf Sulphur Co., men- 
tioned earlier in our discussion. 
Although on the books these 
shares are carried at their original 
valuation of $8,417,180, their re- 
cent price of 51 on the New York 
Stock Exchange would raise the 
figure to $65,790,000, a difference 
of more than $57 million and 
equal to $6.28 per share on the 


company’s 9,076,202 shares of 
stock outstanding. While the dif- 
ference represents a paper profit 
which the company may never 
wish to realize, the circumstance 
certainly highlights the conserva- 
tive accounting practices. 

The strong cash position of 
Gulf Oil is shown by the fact that 
its holdings of cash and Govern- 
ment securities, totalling $51.5 
million exceed its $48.4 million of 
long term debt, and current assets 
in relation to current liabilities 
have a ratio of 2.3. Working 
capital of $101 million at the end 
of 1944 shows a rise of nearly $21 
million compared with 1941, a 
fact quite remarkable in view of 
capital expenditures during 1944 
of $80.2 million, all of which were 
financed out of current funds. As 
some $59 million of the latter 
outlays were spent on new lease- 
holds and drilling operations, 
their employment can be expected 
to produce constructive results. 


Depreciation and Depletion 

It will be noted in the 1944 bal- 
ance sheet that property accounts 
originally entered at cost of $924 
million have been gradually re- 
duced by depreciation and deple- 
tion to a net sum of $406 million. 
This generous mark-down is in 
large measure due to the com- 
pany’s depletion policy under 
which the annual production of 
crude oil, after treatment or sale, 
is deducted from the previously 
carried asset valuation. Addition- 
ally, of course, depreciation of 
facilities and abandonment of un- 
favorable oil leases swell the total. 
Except as affecting book values 
for the stock and as a reflection 
of conservative policies, asset 
valuations in the Gulf Oil balance 
sheet are a minor criterion in ap- 
praisals of its shares, for not only 
do they fail to reflect full valua- 
tion of existing assets but also 
full earning power, 

In studying the reeord of Gulf 
Oil Co. earnings, it is not surpris- 
ing that 1944 net per share of 
$4.64 established a 16 year péak, 
for sales of $533 million reached 
an all time high. But while sharp 
volume gains have been a feature 
In every year since 1941, when 
sales totalled $273 million, the im- 
provement in net has been rela- 
tively more moderate. While the 
trend of operating margins has 
been upward for the past three 
years, the ratio of 12.9% achieved 
in 1941 has not quite been 
equalled since. Rising costs and 
taxes restricted 1944 net earnings 
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in relation to sales to 7.8% com- 
pared with 9.9% in 1941 and it 
is interesting to note that, con- 
trary to the experience of many 
large concerns, Gulf Oil had no 
excess profit taxes at all to pay 
during war years. Accountable 
for this fact were huge expenses 
for drilling and development, plus 
sizable items for intangible costs 
incurred in exploratory work, all 
deductible from income before 
taxes. Offsetting this advantage, 
however, is the prospect of a cor- 
respondingly lessened tax cushion 
for 1946, although chances are 
that Gulf Oil will be able to get 
along very well without such aid. 

During the first six months of 
1945, sales of the company were 
reported as $278 million, but since 
VJ-Day military demand has rap- 
idly diminished so that volume 
for the current year is certain to 
develop a downward trend. Pre- 
dictions are, however, that final 
net per share for 1945 may even 
better the very satisfactory show- 
ing of the previous year. Some 
optimists talk of $5 per share 
earned in 1945. Looking ahead a 
bit, during the first quarter of 
1946, the sales trend is likely to 
continue downward, as production 
of automobiles has been retarded 
by strikes and other factors, de- 
laying the*expected increase in 
motorists’ demand for oil prod- 
ucts; moreover, Government tak- 
ings will continue to shrink. Once 
the hoped-for postwar boom gets 
under way, though, experts agree 
that the oil industry will experi- 
ence an impressive demand for 
every kind of petroleum products, 
from crude oil to a host of newly 
developed chemical byproducts. In 
the coming competitive race, Gulf 
Oil Co.’s strong trade position 
should prove an added advantage 
towards sustaining volume and 
earnings. Additionally, profit mar- 
gins should broaden, the result of 
marked improvements in refinery 
techniques. 


Favorable Factors 

Favorable factors include not 
only the company’s excellent sit- 
uation domestically with respect 
to crude oil reserves and an excel- 
lent balance between production 
and refining capacity (98% of 
refinery requirements for crude 
are met with own production) 
but in addition, Gulf Oil has im- 
portant foreign resources which 
constitute a definite long-range 
advantage over competitors not 
so favored. 

Though current yield of about 
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3.3% is not particularly attrac- 
tive the common stock has definite 
semi-investment status. Its ap- 
peal to the average investor is 
reduced by the company’s ex- 
tremely conservative dividend 
policies; for this reason, Gulf 
common is frequently called a 
“rich man’s” stock. This factor 
finds reflection in the price-earn- 
ings ratio of 12.9, exceptionally 
modest considering the great in- 
trinsic value behind the stock. At 
current price around 60, the stock 
is scarcely overvalued; as a long 
range investment in conservative 
portfolios, it has definite merit. 
Oil shares normally are below 
average market performers, that 
is they tend to lag behind the 
general market. However, cur- 
rent price for Gulf common is not 
far below the 1937 high of 6314. 
The 1929 peak was 10414. 





Evaluating Stocks 
Above 1929 High 


(Continued from page 339) 
723% and the 1929 high of 65. 

Today, however, U. S. Rubber 
is a much different company than 
it was in 1929, or even 1937. Fol- 
lowing the acquisition of a sub- 
stantial interest by the duPont’s 
some years ago, management 
changes, operating economies and 
the reinvestment of large sums in 
modern plants and equipment 
have greatly strengthened the 
company’s competitive position 
and efficiency. Company ranks 
among the four leading manu- 
facturers of tires and tubes and 
is credited with doing the largest 
share of original equipment busi- 
ness, including most of the tires 
with which General Motors’ cars 
are equipped. It is also the coun- 
try’s leading manufacturer of 
rubber footwear, while other 
items include a widely diversified 
group of rubber products, novel- 
ties, druggists supplies, and 
mechanical goods. Tires normally 
account for about 60 per cent of 
sales, with footwear ranking next 
in importance, contributing about 
15 per cent of volume. 

U. S. Rubber operates no retail 
outlets, distributing its products 
through dealers, service stations 
and mail order houses. Produc- 
tion facilities are decentralized, 
with no plants situated in the 
Akron area, and extensive rubber 
plantations are owned in Sumatra 
and Malaya. 

In the first half of 1945, com- 
pany’s sales were larger than for 
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any previous six-months’ period 
in the company’s history and 
earnings rose to an equivalent o 
$2.57 a share against $1.85 ir 
1944, For all of 1945, it is expec. 
ted that earnings will closely par. 
allel the $5.31 figure of 1944. 
Viewed both in relation to re 
cent earnings and the strong like. 
lihood that the rubber industry 
is on the eve of what may prove 
to be a post-war boom of several 
years’ duration, U. S. Rubber 


common, even at its current high} 


does not seem excessively valued. 
Of somewhat lesser consequence, 
but serving to round out the 
favorable aspects of the com- 
pany’s outlook, are its excellent 
financial position, important tax 
relief, and sizable tax refunds. 
That the market, however, ap- 
praises these factors rather con- 
servatively can 
ascribed to the erratic background 
of the rubber industry, the pos- 
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sible threat of labor difficulties, a] Stoc 


price situation not yet clarified 
and generally, a sort of “wait- 
and-see” attitude toward the in- 
dustry as a whole. Should these 
uncertainties be dissipated, or 
prove of no serious consequence, 
the favorable factors in the situa- 
tion might well enhance specula- 
tive possibilities in substantial 
measure. 





Weighing Todays Market 





(Continued from page 341) 
with swings in the Dow Indus. 
trials, we hope to develop the 
thought that successful trading 


or investing depends more upon}! 
gauging the trend correctly than] ¥ 
upon whether one chooses to op- C 


erate in seasoned stocks or specu- 
lative issues. Both tend to move 


with the market and a 50% loss} 


in a high-priced stock is just as 
unpleasant as a 50% loss in a 
low-priced stock and vice versa 
when it comes to profits. Mean- 


while a few words of explanation|_ 


about “substitutions.” 
Since companies and their se- 


curities come and go with the: 


lapse of time, all of the broader 
price indexes have to make 
changes now and then in the 
character and number of com- 
ponent issues. All such substitu- 
tions are made in a manner that 
will not impair the continuity of 
the index or alter the basic phi- 
losophy upon which it is pat- 
terned. The M. W. S. Index has 
always made substitutions with 
unusual liberality in order to 
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weed out deadwood and accord 
full representation to new enter- 
prises. This year our index has 
290 component issues. The largest 
number of components in any one 
year was in 1930, when there 
were 428 in consequence of the 
great 1929 burst in volume of 
transactions. A number of stocks 
included in our 1945 Index were 
not in existence when the Index 
was begun in 1926. 

Judgment plays no part in se- 
lecting the issues to be included 
in our weekly price index. The 
decision is left entirely to the 
trading and investing public, un- 
der a purely mechanical re that 
listed common stocks in which re- 
ported transactions amounted to 
more than 1/5 of 1% of total re- 
ported share volume for the pre- 
ceding year are added to the list 
automatically at the time of our 
first-of-the-year annual revision. 
Stocks are dropped from the list 
at the time of annual revision 
when transactions in such storks 
during the previous year fell be- 
low 1/25 of 1% of reported vol- 
ume for all listed stocks (common 
and preferred) ; when they closed 
last year at less than 25 cents a 
share; or when the companies 
have gone, or are about to go, out 
of business or have been absorbed 
by other companies. 

Once included in the list, a 
stock is carried along for the en- 
tire calendar year. If merged with 
another company, securities re- 
ceived in exchange are substi- 
tuted. If delisted, over-the-coun- 
ter prices are used until the new 
vear, when the stock is dropped. 
Component issues are compen- 





sated by customary methods for 


all stock dividends, split-ups and 


rights, valued at 10% or more of 
the stock’s market price immedi- 
ately after selling “Ex.” 


Continuity of Index 
Continuity of the Index from 


year to year is maintained by 
what statisticians call the “link 
relative” method. To illustrate: A 
1945 “year index” is first com- 
puted using 1944 closing prices 
as 100. Then this year index is 
multiplied each week by the 1944 
closing index to obtain the “secu- 
lar” index as published. 


Philosophically, this is equiva- 


lent to assuming that the trader 
or investor redistributes his funds 
so that an equal sum will be in- 
vested at the beginning of the 
new year in each of the compo- 
nent issues of the revised index. 
Of course this involves disposing 


1945 





of stocks dropped from the index. | 


In turning now to the accom- 
panying chart showing how the 
M. W. S. Index, so constructed, 
compares with the Dow-Jones In- 
dustrials, we hasten to explain to 
students of the latter indicator, 
that the Dow curve as here 
pictured has been converted to an 
index based upon “1925 Closing 
price equal 100” and that only 
week-end closing prices have been 
used, in order to place the Dow 
Industrial indicator on a _ basis 
comparable with the M. W. S. 
weekly Index which is also based 
upon 1925 closing prices as 100. 
If Dow students wish to convert 
the adapted index depicted on the 
chart to the averages with which 
they are familiar, they may do so 
by multiplying our charted fig- 
ures by 1.5666; since the Dow- 
Jones Industrial Average closed 
1925 at 156.66. 


How They Compare 


The first thing that strikes one 
upon looking at the chart is that 
both indexes have moved in the 
same direction over a period of 20 
years — often by approximately 
the same amounts. Owing to the 
high grade rating of stocks in the 
Dow Index and the heterogeneous 
character of stocks included in 
the M. W. S. Index, it might be 
presupposed that the latter would 
be much more volatile than the 
former; but, up to 1943, the con- 
trast in performance was not 
startling. For the most part, the 
Dow index held higher than our 
own; but the rise in the Dow 
Index from the end of 1925 to 
the 1929 peak was 142%, com- 
pared with only 73% for the 
M. W. S. Index. In the ensuing 
major bear market, the Dow 
dropped 89% and the M. W. S. 
90%. So if you get in at the 
wrong time, where is the safety 
in seasoned stocks? 

From the middle of 1944 to 
date, the M. W. S. Index has 
leaped spectacularly ahead of the 
Dow—partly because Washington 
has been against big business and 
for little business; partly because 
the smaller corporations earned 
more on their net worth during 
the war than the big concerns; 
and partly because the small com- 
panies face the unprecedented 
prospect of a coming era of pros- 


perity on top of their war-time | 


bonanza. These factors have 


tended to enhance the always no- 

table investor popularity of low- 

priced stocks, frequently repre- 
(Please turn to page 365) 














WHAT STOCKS 
STILL LOOK CHEAP 
to inuesiment aduisers? 


X JITH stocks now near their 8-year 
high, it is becoming increasingly 
dificult to find issues that rank as in- 
vestment bargains. Yet, in the eyes of 
some authorities, there are still stocks 
which appear undervalued, and which 
should sell substantially higher before 
this Bull Market ends. 


12 Issues Selected 
THE UNITED OPINION Bulletin 


reviews the issues most favored by 15 
leading financial authorities, and also 
features the 12 most recommended 
for current purchase. 


You will want to receive an intro- 
ductory copy of this exclusive report, 
without obligation. 


Send for Bulletin MW5 
UNITED BUSINESS SERVICE 


210 Newbury St. We: Boston 16, Mass. 














For Speculation: 


GASPE 
OIL VENTURES, Ltd. 


Price 60c per Share 


Prospectus may be 
obtained from 


TELLIER & CO. 
Room 2049 
42 Broadway New York 4 
Tel.: BOwling Green 9-7946 

















LOEW’S INCORPORATED 


‘““THEATRES EVERYWHERE” 
December 7, 1945 
HE Board of Directors on December 
6, 1945 declared a regular quarterly 
dividend of 3714c and an extra dividend 
of 121%4c per share on the outstanding 
Common Stock of the Company, payable 
December 31, 1945 to stockholders of 
record at the close of business December 

11, 1945. Checks will be mailed. 

CHARLES C. MOSKOWITZ 
Treasurer. 











MARTIN-PARRY 
MARTIN-PARRY 
CORPORATION 
DIVIDEND NOTICE 

The Board of Directors has declared a 
dividend of fifteen cents (15c) on the Capi- 
tal Stock of the Corporation, payable Janu- 
ary 2, 1946, to stockholders of record at the 
close of business December 20, 1945. 


T. RUSS HILL, President 
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The Pros and Cons of 
Prefabricated Housing 





(Continued from page 344) 
prefab than to a regular home. 
Some, on the other hand, look like 
and are boxes with housing con- 
veniences. 

Not even the most prejudiced 

prefabricator would claim that 
they will totally replace site- 
fabrication. No matter how you 
look at it, an architect can de- 
sign a building to suit your in- 
dividual taste better than a mass- 
producer can manage to avelage 
them up. 
. But prefabs are cheap. They 
will be, in volume production, 
even cheaper. Today, when buy- 
ing one, you are helping to pay 
for the tooling-up of mass-pro- 
duction factories. 

As for the conventions and the 
need to keep up with the Joneses: 
As people are more extensively 
conditioned to prefabs and their 
advantages become clearer to 
more people, your little grey pre- 
fabric on Suburb Street won’t 
look as solitary as you might 
think. (Such giants as U. S. Steel 
— Gunnison Homes — and Good- 
year — Wingfoot Homes — are 
an indication of the importance 
American big business attaches 
to the possibilities which lie in 
prefabs.) 

There’s another angle. On Long 
Island and in the not-to-far-up- 
state provinces around New York, 
some City Councils have been 
busily passing laws that ‘no 
house costing less than $5,000 
shall be set up within our sacred 
city limits.” These laws (you can 
count on it) will be changed. But 
until they are changed, people in 
these areas can’t go in for ready- 
made homes. 

The prefabricators claim your 
particular little put-together 
home will stand up alongside any 
old-style structure. Professor 
George B. Brigham of the Uni- 
versity of Michigan, one of the 
country’s top technical authorities 
(and designer of the Youtz Unit 
House), reports of his own test- 
building: “The house remained on 
its temporary site throughout the 
winter and spring months with- 
out apparent damage by (the 
elements). The dead-level roof 
was watched with particular care 
and though an inch of water stood 
on the roof over extended periods 
the joints remained watertight.” 

Biggest factor, of course, is the 
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additive process in prefabs. The 
idea is to start off with part of a 
house, add to it as you need more 
room, or can afford additions. 

But—and here’s the big prob- 
lem! Only one prefab producer 
is in actual production. The others 
are still in the drawing boards 
and in the tooling up stage. The 
one producer now in production 
is a high-cost prefab maker. 

Since prefabs’ valuable function 
at this time is to supply, quickly, 
a lot of low-cost buildings, this 
is no particular help. Most pro- 
ducers are organizing their cor- 
porations, selling stock, and show- 
ing around their demonstration 
homes. Don’t dash out tomorrow 
and try to buy one. You just 
won’t get it. 





Changing Trends In 
Investment Returns 


(Continued from page 318) 


transport, aircraft manufacturers 
and distillers. All three were 
favored by unprecedented volume. 
As to their postwar prospects, the 
air transport industry is enter- 
ing an era of great expansion, and 
also more intensified competition, 
but large gains in passenger and 
freight traffic, coupled with more 
efficient operation, are being 
counted on to offset lower fares. 
It is possible that the effects up- 
on the capital earnings of the in- 
dividual companies in this group 
may vary widely. Distillers will 
have the benefit of greatly in- 
creased grain supplies and sus- 
tained consumer demand but the 
need to build up depleted stocks 
of aging whiskies may require in- 
creased use of capital, resulting 
in some decline in percentage of 
capital earnings. About the only 
thing certain in the postwar out- 
look for the aircraft group is the 
necessity of the industry to ad- 
just itself to a much smaller vol- 
ume, Here also the results among 
individual companies are likely to 
show widely divergent trends. 

It should be borne in mind by 
the reader when making com- 
parisons among individual com- 
panies in the various industrial 
classifications, that the business 
of not a few companies overlaps 
into various industries. By as- 
signing such companies to the 
group from which it derives the 
bulk of its revenues, it is possible 
that strict comparisons are not 
wholly valid. Within industries 
also there may be several diverse, 
but related, branches. It should 








likewise be borne in mind that 
wartime earnings of many com- 
panies were derived from activ- 
ities far removed from their 
normal fields. As a result of their 
war experiences some companies 
will enter new fields and intro- 
duce new products which may 
have a salutary effect upon post- 
war results, and quite different 
from those which may be sug- 
gested by current comparisons. 

It is also pointed out that the 
wartime showing of a particular 
industrial group, as well as the 
companies within the group, may 
be distorted to some extent by 
wholly transient conditions. Many 
marginal producers and manu- 
facturers were, with the benefit 
of wartime volume, able to report 
substantially better earnings than 
may be possible under normal 
conditions. Further, there are al- 
so numerous instances where 
companies with a good pre-war 
record of earnings reported lower 
earnings, after taxes. 

For many concerns also, and 
particularly manufacturing com- 
panies, wartime volumes attained 
levels which may stand for some 
years, but under the pressure of 
urgent war needs large volume 
was often attained at a sacrifice 
in productive efficiency, much of 
which can be regained under more 
normal conditions. Large expend- 
itures for replacement of out- 
worn, costly and in efficient plant 
and equipment will permit a large 
segment of industry to return to 
its traditional role of producing 
the best for the least. Sustained 
volume will carry marginal pro- 
ducers along for a time, but soon- 
er or later many may revert to 
their former status. 

Yardstick of Management 

As has been said, what a com- 
pany can earn on its capitaliza- 
tion is a yardstick of managerial 
ability. It is also a measure of 
the “cushion” for profitable oper- 
ations in a postwar period where 
volume will be heavy, but which 
may in part be nullified by in- 
creasingly higher costs and a 
efrozen price structure. The ex- 
tent of this “cushion” will de- 
termine the latitude allowed man- 
agement in coping with these 
conditions and still show a fair 
return on invested capital. The 
better the average return in the 
past, the greater the latitude in 
meeting future restrictions. 

Percentage earned on invested 
capital is not the sole analytical 
factor upon which to evaluate a 
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single company’s post war pros- 
pects. It is an important factor, 
however, which investors cannot 
afford to disregard. 





Around the World 





(Continued from page 336) 


perity of the country. This pros- 
perity was based on a high level 
of exports of strategic materials 
to the United States, a high level 
of production for the domestic 
market, big industrial profits, and 
a real estate and building boom. 
From now on, the exports of 
strategic materials, for which the 
United States offered high prices 
in order to get their production 
going, will have to be replaced by 
the exports of such consumers’ 
goods as coffee, cocoa, meat prod- 
ucts, and hides, for which there 
may be a good demand but which 
sooner or later will have to com- 
pete with the products of other 
countries. The production costs of 
these “peacetime” exports have 
gone up considerably, but with 
some price rise in the consuming 
countries, when controls are re- 
moved, Brazil is likely to make 
the grade and maintain exports 
at the high level established dur- 
ing the war. 





Is Life Insurance Attachable 
By Creditors? 





(Continued from page 343) 
exercise any such rights, powers 
or options contained in said an- 
nuity contract, nor shall creditors 


be allowed to interfere with or 
terminate the contract, except 


(a) as provided in subsection four 
and except (b) that the total ex- 
emption of benefits presently due 
and payable to any annuitant 
periodically or at stated times un- 
der all annuity contracts under 
which he is an annuitant, shall 
not at any time exceed four hun- 
dred dollars per month for the 
length of time represented by 
such installments, and that such 
periodic payment shall be subject 
to garnishee execution to the 
same extent as are wages and 
salaries, pursuant to the provi- 
sions as to such executions con- 
tained in the civil practice act; 
and (c) that if the total benefits 
presently due and payable to any 
annuitant under all annuity con- 
tracts under which he is an an- 
nuitant, shall at any time exceed 
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any payments 


payment at the rate of four hun- 
dred dollars per month, then un- 
der the provisions of the civil 
practice act, the court may order 
such annuitant to pay to a judg- 
ment creditor or apply on the 
judgment, in instaliments, such 
portion of such excess benefits, as 
to the court may appear just and 
proper, after due regard for the 
reasonable requirements of the 
judgment debtor and his family, 
if dependent upon him, as well as 
required to be 
made by the annuitant to other 
creditors, under prior court or- 
ders. The benefits, rights, priv- 
ileges or options accruing under 
such contract to a beneficiary or 
assignee shall not be transferable 
nor subject to commutation, and 
if the benefits are payable per- 
iodically or at stated times, the 
same exemptions and exceptions 
contained herein for the annui- 
tant, shall apply with respect to 
such beneficiary or assignee. 








Answers to Inquiries 





(Continued from page 350) 
motive, building, industrial and 
roofing products made from as- 
phalt, rag felt, asbestos and 
asbestos-cement. 

Company’s products are used 
in new construction, also for re- 
pairs, rehabilitation and improve- 
ment of properties. 

Capitalization consists solely of 
397,806 common shares outstand- 
ing (no par). 

3alance sheet as of December 
31, 1944, showed total current as- 
sets of 9,328,124; Total current 
liabilities $1,116,310; Net current 
assets $8,211,813. 





BATTERIES 





Tit ELECTRIC STORAGE BATIERY 
COMPANY 


181st Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
final dividend for the year 1945 of fifty 
cents ($.50) per share on the Common 
Stock, payable December 31, 1945, to 
stockholders of record at the close of 
business on December 17, 1945. Checks 
will be mailed. 
H. C. ALLAN, 
Secretary and Treasurer 
Philadelphia 32, December 7, 1945 











For the balance of funds you 
have available, we suggest mod- 
erate commitments among the 
diversified list of bonds and pre- 
ferred stocks presented in our 
magazine of December 8th in the 
section, “Opportunities for Income 
and Appreciation in Bonds and 
Preferred Stocks,” on page 283. 





IS 
EVERYBODY 


destined to make money 
in this market? 


Is a real runaway market in the making 
—a continuation of the ‘“‘easy way to 
riches?’’ Or should profits be clinched im- 
mediately on the basis that the buil market 
is nearing its end 

Plainly, the time has come when it is just 
as important to give thought as to how you 
can protect your capital as well as acceler- 
ate its growth. This calls for real profes- 
sional market skill, not recently 
needed because 


Thus Far the Market Has Been Too Easy 


a faculty 


Because stocks have been rising virtually 
en masse, and money has been made with 
little or no real investment effort, many 


have formed careless habits of buying. 

True, the rise may be far from over. Yet 
some stocks should actually be SOLD at 
these levels and other should be BOUGHT 
AND HELD. 


This week’s GARTLEY FORECAST may 

serve you as an important market guide for 

| months to come. It plainly analyzes the 

| basic trends that will determine the course 

of the 1946 stock market. esnecially the in- 

| dustries into which you should channel your 

capital. Of immediate im»ocrtance are the 
Gartley selected groups cf: 

25 low and moderat?-priced issues . . . 10 


| available 


outstanding growth situati ns ... 10 lew- 
priced speculations. 

outstanding will be made 

ot you during period of the 


These 


stocks 


the 


| following 


| SPECIAL TRIAL ACQUAINTANCE OFFER 


Current issue plus the next five issues, 
which wll cover what may well rrove the 
most decisive financial phase investors may 
experience for a long time to come...$3 [J 


H. M. GARTLEY, INC. 
68 William Street New York City 








International 


MINERALS & CHEMICALS 
CORPORATION 


General Offices 
20 North Wacker Drive, Chicago 


a4 


Dividends were declared by the 
Joard of Directors on November 29, 1945, 
as follows: 

1% Cumulative Preferred Stock 
15th Consecu‘ive Quarterly Dividend of 
One Dollar ($1.00) per share 
$5.00 Par Value Common Stock 
Fifty Cents (50c) per share 
Both dividends are payable December 28, 
1945, to stockholders of record at the close 
of business December 14, 1945. Checks will 

be mailed. 
ROBERT P. RESCH 


Vice President and Treasurer 
4 


Mining and Manufacturing 
Phosphate * Potash * Fertilizer * Chemicals 
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What's Behind Today’s 
Labor Struggle 


(Continued from page 325) 
defensive; labor’s blasts against 
them are clear proof of it. Man- 
agement is assuming a waiting 
attitude, apparently ready: to re- 
sume negotiations but determined 
to fight for its prerogatives. The 
goods-hungry consumer finds him- 
self in the middle. Civilian pro- 
duction was ready to roll but la- 
bor and management were not yet 
ready to get together and push. 

The situation emphasizes one 
thing — that fair labor laws are 
long overdue and essential for the 
good of the nation. We may yet 
get them as the current tangled 





situation is being resolved, pro- 
vided that labor leaders do not 
prefer to get things ironed out 
before Congress is really driven 
to act. There is a good possibility 
that this may happen. Employers, 
too, may find it to their inter- 
est to avoid action that might put 
them as well as labor under in- 
creasing Government influence. 
The impression is that while, as 
in the General Motors case, a 
30% wage demand is certainly ex- 
cessive, a compromise settlement 
of 15%, perhaps even 20% can bé 
accepted by management without 
accompanying price boosts. Such 
a compromise might not be too 
difficult to arrive at, but as stated 
at the outset, the larger issues 





involved constitute the real hand- 
icap to an early settlement. 

Industry of course must real- 
ize, and no doubt does realize, 
that harmonious understanding 
with a contented labor is essential 
to national prosperity and the 
general welfare. Any action on its 
part that would seem, needlessly, 
to stand in the way of such har- 
mony, is bound to react against 
industry. On the other hand, 
while labor unions are an integral 
part of our society, they must be 
sufficiently controlled to protect 
the public interest. If unionism 
were allowed to become an uncon- 
trollable political machinery, de- 
mocracy would find itself seri- 
ously on the defensive. 



















Security vs. Free Enterprise 


(Continued from page 315) 
must look at it from the moral 
viewpoint as well. The fibre of 
the people, it has been said, is the 
future of the nation. What will 
official sponsorship of economic 
security, if carried beyond prac- 
tical limits, do to the fibre? In- 
evitably, we know, it will make 
for increasing regimentation 
which in turn is bound to under- 
mine the fibre of our pioneer 
spirit. It weakens pride as well 
as the rights of the individual. In 
other words, the people through 
compulsory social security—in its 
broadest sense—trade a certain 
amount of temporary welfare and 
security which might readily be 
supplied by private enterprise, for 
their own economic independence 
and the very existence of the na- 
tion on a free democratic basis. 
Such security may extract far too 
high a price, and the cost may not 
only be a money cost. It is a 
prospect that should make us go 
slowly and weigh carefully how 
far we want to travel along the 
road toward the new concept of 
security. 

The American working man 
finds himself at the crossroads 
where he must choose the future 
course. Before deciding upon the 
future, he may want to review 
the past. In doing so, he may find 
that labor’s past achievement has 
not been due entirely to the work- 
er—great as his contribution was 
—but in significant degree the 
result of the enterpreneurial 
funds risked in the hope of mak- 
ing a profit, in an effort of main- 
taining profits or in the ambition 
of increasing profits. In short, 
some one must risk capital to 
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create a job. Jobs do grow on 
the tree of enterprise; they can- 
not be guaranteed by the state 
for any length of time without 
undermining the national econ- 
omy, without bogging us down in 
collectivism that will play havoc 
with our American standard of 
living. Its levelling effects are too 
well known; look at the Russian 
example. 


The question may well be 
asked: Does the desire for econ- 
omic security mean that labor 
must choose between the extreme 
of an uncontrolled system of pri- 
vate enterprise or a system of 
Government-guaranteed security 
that inevitably invites an increas- 
ing degree of compulsion and 
regimentation with the accom- 
panying feature of a strongly en- 
trenched bureaucracy. By no 
means. Government security for 
everybody can mean no more than 
furnishing the means ... of sub- 
sistence, certainly not security in 
the old-fashioned sense. True 
economic security lies rather in 
pursuit of free and untrammeled 
economic opportunity geared to 
an official economic program that 
recognizes existing realities along 
with social responsibilities. After 
all, survival of the new type of 
security is dependent on the sup- 
port of a productive economy; 
put the latter in chains and there 
can be no survival. At best, we 
will all be dragged down to sub- 
sistence levels. 

Hence it is not too much to say 
that in the final analysis, free en- 
terprise will have the last word. 
If it can carry the financial load 
and prosper, a desirable degree 
of broad social security can be- 
come a permanent feature of our 
economy. If it cannot, we must 
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return to time-honored methods 
placing a premium on individual 
initiative, ambition, the will to 
work and readiness to grasp op- 
portunities to get ahead. But 
even to carry the load (that may 
increase manifold over the years 
to come,) private enterprise must 
remain relatively free and un- 
hampered. Even today, such 
economic security as exists is one 
of the fruits of free enterprise; 
the latter without question will 
fix the degree of security we may 
enjoy tomorrow. We may as well 
bear that in mind. 








SHOULD STOCKS BE BOUGHT 
NOW? 


Watch for the four market conditions which are 
outlined in our current Bulletin. You will be able 
to spot these conditions quickly and easily on the 
financial page of your daily paper. They should 
be present prior to any important reversal in the 
rise in stock prices since last Summer. 

Certain of our studies indicate probability of 
two important Cyclical Key Dates (one this 
month and another in January). Moreover, recent 
bullish signals on three low-priced and two 
medium-bracket issues suggest the wisdom of spe- 
cific action in them at pre-determined price zones 
for appreciation. 


Interested in These 6! Stocks? 
In addition to the above important factors of 
TIMING, our staff has completed thumbnail tech- 
nical discussions (support and resistance levels 
and objectives) on 61 popular stocks. 


Get Acquainted Now! 
To new readers only we will send: (1) Dates of 
probable tops for this rise which are cyclically in- 
dicated to precede a substantial down-trend, (2) 
Discussion of the three low and two medium- 
priced issues to be bought for the sweeping recov- 
ery of early 1946. (3) Terse, straight-to-the-point 
analyses of the 61 stocks, and (4) Bulletins of 
December 14, 18, 21 and 26th—all at a Special 
Year-end get acquainted offer of onlly.............$] fe] 


STOCK TREND 
SERVICE 
Div. M-22 Third National Bank Bidg. 
Springfield 3, Massachusefts 





UNITED FRUIT COMPANY 
DIVIDEND No. 186 
A dividend of one dollar per share on the 
capital stock of this Company has been de- 
clared payable January 15, 1946, to stock- 
holders of record at the close of business 
December 20, 1945. 
LIONEL W. UDELL, Treasurer 
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Weighing To-day’s Market 





(Continued from page 361) 


senting smaller enterprises. 

But there is a deeper historical 
reason for the contrasting beha- 
viour of the M. W. S. Index now 
and in 1929. In the great bull 
market from the 1926 low to the 
1929 high, the Dow Industrials 
rose 175%; but the M. W. S. In- 
dex only 108%. In the bull mar- 
ket from the 1942 low up to Dec. 
1, 1945, the M. W. S. Index ad- 
vanced 286%, while the Dow In- 
dustrials rose only 175%. 

The bull market that culmi- 
nated in 1929 was financed by call 
money lured into the market by 
high interest rates. The present 
bull market is being financed by 
the Government, at low interest 
rates — indirectly of course —, 
through surplus funds created by 
deficit financing through the 
banks. 

In order to account for the con- 
spicuously different behavior of 
the two indexes during the two 
bull markets it is necessary to re- 
view briefly the contrasting in- 
dustrial background in the two 
periods. 

Market and business students 
will miss some very valuable de- 
ductions that may be derived 
from the chart if they dismiss 
the problem of the contrasting 
behavior of the price indicators 
with an escapist’s assumption 
that one or the other index must 
be erroneous. The writer is con- 
vinced that both indexes fulfil 
faithfully the purpose for which 
they were designed — the Dow 
presenting an accurate picture of 
price changes in the average 
highgrade, mostly high priced 
stock issued by big corporations 
—and the M. W. S. presenting an 
accurate picture of average price 
changes in all listed common 
stocks, regardless of investment 
rating. 

What Happened In the 20’s 

The boom period of the late 
twenties was the era of big busi- 
ness and high finance, mergers, 
holding companies, investment 
trusts, stock dividends, split-ups, 


. | recapitalizations, competitive buy- 


ing for control. If a small com- 
pany became prosperous it was 
soon gobbled up by some big com- 
pany—to kill competition or swell 


¢lits own profits. It was the era 


when big corporations were grow- 
ing rapidly to maturity. Little 
companies were seldom allowed 
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in those days to grow into big 
companies before they were taken 
over by some bigger organization. 

That was the heyday of the 
high priced stocks, represented 
by the Dow Industrials. Those 
were the days when the high 
priced stocks acquired their repu- 
tation as market leaders and the 
low-priced stocks were looked 
upon as trash. This suffices to ex- 
plain why the Dow forged so far 
ahead of the M. W. S. Index in 
1929. Our Index contained all the 
stocks that were in the Dow, as 
it does today; but also contained 
a lot of so-called lower grade is- 
sues which in those days were 
not doing so well marketwise. 

Then came the 1929-32 crash 
which proved to _ disillusioned 
“investors” that high grade com- 
mon stocks could depreciate as 
much and as rapidly as low grade, 
low-priced, stocks. They might 
have been forewarned by observ- 
ing the relative behavior of the 
two indexes at the apex of the 
bull market in 1929, Glancing at 
the accompanying chart, it will 
be observed that the M. W. S. In- 
dex in making a double top re- 
fused to follow the Dow in soar- 
ing to new altitudes. A similar 
formation appeared in 1937, at 
the top of the market’s secondary 
recovery. 


Comparative Behavior 


This important forecasting 
property of the comparative be- 
havior of the two indexes may be 
generalized by pointing out that 
whenever the M. W. S. Index 
fails to confirm the Dow on a new 
high or approximate double top, 
look out for a bad spill. The same 
prophetic indications may be ob- 
tained by observing the relative 
behavior of our 100 High Priced 
and 100 Low Priced Stock in- 
dexes. The reason for this ap- 
pears to be that many of the 
smaller companies, represented in 
the M. W. S. Index but not in 
the Dow, are marginal producers 
and so begin to feel an approach- 
ing business recession before the 
big corporations. 

Returning now to the histori- 
cal aspects of our chart, it will be 
recalled that public resentment 
against big business and high fi- 
nance, aroused by the stock mar- 
ket’s collapse and the ensuing 
business depression, was largely 
responsible for sweeping the New 
Deal into office, with its hostility 
to bigness. Vigorous enforcement 
of antitrust laws and the Clayton 
Act, and creation of the SEC put 


a stop to secret financial opera- 
tions by insiders and puts re- 
straints upon further rapid ex- 
pansion of big business. 

This change in business climate 
after 1932 is clearly depicted on 
the chart. Both market indicators 
achieved virtually the same peaks 
in 1933, 1934, 1937, and 1943. Be- 
ginning with the latter half of 
1944, the M. W. S. Index, for the 
first time on record, forged ahead 
of the Dow. By December, 1945, 
the M. W. S. Index is almost as 
far ahead of the Dow as the Dow 
was ahead of the M. W. S. in 
1929. 


Action of Big Stocks 


Meanwhile what the big stocks 
have lost in leadership has been 
at least partially gained in stabil- 
ity. From the high of 1937 to 
the low of 1942, the Dow Indus- 
trials declined only 52%, com- 
pared with 69% for the M. W. S. 
Our own index of 100 High Priced 
Stocks, whose market behaviour 
closely parallels that of the Dow, 
declined only 60% (100 stocks 
could not be quite so high grade 
as a select 30), but our Low 
Priced Stocks slumped 76%. 

In the first 11 months of 1945, 
the Dow has risen 26%; our 100 
High Priced Stocks 38%, to a 
level that is still 6% below their 
1937 high; while our 100 Low 
Priced Stocks have jumped 73% 
to a level 50% above their 1937 
high. Our Combined Average of 
290 Stocks has risen 58% this 
year, up to Dec. 1. 

In utilizing the chart as a ba- 
rometer for forecasting important 
market swings, tops should be 
compared with preceding tops for 
bearish indications, and bottoms 
compared with former bottoms 
for bullish indications. Here are 
a few illustrative examples, culled 
at random from the accompany- 
ing chart: 

Bearish Indications: From the 
fourth quarter of 1938 through 
the second quarter of 1940, tops 
on the M. W. S. Index displayed 
less buoyancy than tops on the 
Dow, pointing to resumption of 
the bear market. 

Bullish Indications: In 1926, 
1933-4, and 1943-4; bottoms on 
the Dow were less depressed than 
corresponding bottoms on _ the 
M. W. S. Index, pointing to an ap- 
proaching market advance of con- 
siderable magnitude. 

For forecasting purposes, the 
M. W. S. Index of 100 High Priced 
Stocks may substitute for the 
Dow. 
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BOOK REVIEWS 
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AVIATION — 

FACTS AND FIGURES 1945 

Edited by Rudolf Modley 

McGraw-Hill Book Co., Inc. 173 pp. $2.50 


This authoritative handbook is the re- 
sult of research by Aircraft Industries 
Association of America, Inc. A mass of 
interesting and pertinent information 
concerning the aircraft industry, from 
its beginnings right up to the last year 
of World War II, is presented in con- 
cise form. Broad use of this book is cer- 
tain to be made by all classes of readers 
seeking reliable data covering the na- 
tion’s number one wartime enterprise. 


A RAILROAD FOR 
TOMORROW 


By Edward Hungerford 


Kalmbach Publishing Co. 323 pp. $0.00 


Soon to appear in the bookstalls is 
this really absorbing preview of a pat- 
tern for ideal railroad operations by 
1960. With a background of many years 
experience as a student and historian of 
railroading, the author combines facts 
with fiction to project the formation of 
a unified system throughout the country 
and to picture the constructive changes 
which would occur with super-modern- 
ized equipment and terminal facilities. 
The life-long struggle of the fictional 
William Wiggins to establish the United 
States Railroad as a giant monopoly un- 
der private ownership, but closely allied 
to the Government, not only reveals an 
accurate picture of railroading as it is 
today, but a soundly conceived plan 
which in fact may become realistic some 
day. 

— 


LABOR TODAY AND 
TOMORROW 


By Aaron Levenstein 
Alfred A. Knopf 267 pp. $2.75 


The current lack in definition of the 
privileges and duties of the individual, 
of government, management and labor 
has aroused political forces which 
sooner or later may bring new concepts 
of Democracy in the United States, This 
book is an able attempt to examine the 
claims of the various disputants in a 
very readable style, and to weigh the 
potential consequences which may 
emerge. As the subject is of immediate 
concern to every citizen, the book de- 
serves study by readers of manifold de- 
scription. 


MANUAL OF STOCK TRANSFER 


REQUIREMENTS 
By Raymond J. Berlin and 


Raymond C. White 
Fairchild Publishing Co. 118 pp. $2.50 


The legal transfer of securities often 
involves important details hard to un- 
earth by the average banker, corpora- 
tion, individual investor or fiduciary. In 
clear and simple language this volume 
undertakes to enumerate and clarify 
every angle of this complex subject. 
As a short cut to eliminate many diffi- 
culties and delays, the book has been 
written by two lawyers experienced in 
the highly specialized field. 
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CHALLENGE OF RED CHINA 
By Guntheir Stein 
McGraw Hill Book Co., Inc. 490 pp. $3.50 
With public discussion currently di- 
rected toward mysterious China, a more 
timely volume than this would be hard 
to envisage. As a foreign correspondent 
for twelve years in Asia, Mr, Stein 
gained an intimate knowledge of the de- 
velopments in the Communist controlled 
areas and the difficulties of our State 
Department in attempting to encourage 
a Chinese coalition government. This 
book in a very human way discloses the 
valid and patriotic aims of the two fac- 
tions, and the awakening which war 
years has brought to the widely divided 
and numerically enormous segments of 
the Chinese population. Without bias, 
this volume portrays the drama now 
reaching a climax. 


THE JAPANESE NATION 
By John F. Embree 
Farrar & Rinehart, Inc. 308 pp. $3.00 
Only by a clearer understanding of 
the Japanese people, their unique social, 
religious and political structure, can 
public opinion intelligently fathom the 
reconstruction now under way in this 
Oriental country. This book provides an 
answer to a hundred and one questions 
which bother the average reader unfa- 
miliar with the Japanese background. 
The author’s analysis is penetrating and 
his presentation makes the book enjoy- 
able. 


WORLD ECONOMIC SURVEY 
1942 - 1944 


Compiled by League of Nations 
Columbia University Press 304 pp. $3.00 


This eleventh year edition will be wel- 
comed by all students of the changing 
international scene. Here will be found 
authoritative economic information 
bearing upon countries in all parts of 
the world, including those most severely 
affected by the impact of war. The sur- 
vey covers factors of production, con- 
sumption, finance, price and wage con- 
trols, as well as international trade. 
Finally, problems of transportation are 
outlined and discussed. The book will be 
a valuable addition to every reference 
library. 


AMERICA’S STAKE IN 

BRITAIN’S FUTURE 

By George Soule 

The Viking Press 232 pp. $2.75 


Director of the National Bureau of 
Economic Research and author of nu- 
merous studies in political science, 
George Soule now presents for his read- 
ers an illuminating description of Brit- 
ain’s postwar problems and her program 
for their solution. A British postwar 
economy based upon full employment, 
large-scale construction and social ben- 
efits, depends upon a broad expansion 
in exports, and if America expects mul- 
tilateral world trade, the author argues 
that we must protect Britain and other 
foreign countries from our own histori- 
cal booms and depressions. Upon this 
premise, the author holds that we must 
lead the world in assuring full employ- 
ment. 





As I See It! 


(Continued from page 311) 


with the aim of implementing the 
1943 Teheran declaration and 
the British proposal for joint 
consultation on how to evacuate 
troops. Iran and Turkey at the 
moment constitute the most ex- 
plosive spots along the far- 
flung periphery of the Soviet 
frontier. The Iranian disturbances 
have been well publicized. Soviet 
requests for a change in the 
status of the Dardanelles and the 
cession of certain strategic Turk- 
ish districts are hanging fire. 
For all we know, there may have 
been a shift on the trend of 
Soviet expansion from West and 
East to the South. It remains to 
be seen whether the Moscow con- 
ference will produce assurances 
of peaceful adjustments of the 
Iranian and Turkish situations. 
There are also complex Far 
Eastern issues, centering prima- 
rily on effective administration 
of conquered Japan, the question 
of ending the partition of Korea 
and easing the internal crisis in 
China. On the surface, Soviet 
policy toward China is identical 
with ours, that is Russia officially 
recognizes and supports’ the 
Chungking regime, but in prac- 
tice there are great chasms. Rus- 
sia moreover demands a voice in 
the administration of Japan. An 
arrangement under which 
Soviet Union would obtain an ad- 
visory voice in some Far Eastern 
Council—without impairing our 
supreme authority — may be a 
feasible solution. What the situa- 
tion apparently demands are face- 





saving rather than really far- 
reaching concessions to Russia 


which is highly sensitive of its 
prestige in Eastern Asia. 
Clarification of British, Amer- 
ican and Soviet interests in East- 
ern Europe and especially the 
Balkans constitutes another burn- 
ing issue. Unless some areas of 
agreement are found, there can 
be no progress towards peace set- 
tlements. It is here where Soviet 
strength is greatest, where es- 
pecially British and Russian dif- 
ferences have been most flagrant. 
There is a good possibility that 
these may now be at least partly 
composed. A straw in the wind is 
Russian restoration of diplomatic 
relations with the Greek Govern- 
ment. Just a short time ago, Rus- 
sia vehemently attacked it as an 
instrument of British imperialism. 
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Profit Opportunities in the Making 


for Near Term Markets 
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Geared To Today’s Markets 


For Protection — Income — Profit 























Short-Term Recommendations for Profit 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under I5. 


Recommendations for Income and Profit .. . 
Common stocks, preferred stocks and bonds 
. . . for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building ... 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy . .. and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be liquid. 

Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail . . . To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time ... by wire 
and by mail. 


Added Services... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter “‘Ahead-of-the-news’’ 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
and securities. 








Last Chance 
Enroilment Offer! 


Air Mail: () $1.50 six months; [J $3.00 
one year in U. S. and Canada. 
Delivery: ©) $3.50 six months; 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [] $45 for 6 months’ subscription; [J] $75 for a year’s subscription. 


NOW —while the market is reappraising the various securities you 
should carefully review your position— 


. . with a view to making advantageous commitments in 
selected low-priced stocks . . . in special situations . . . in 
potential leaders—as new trends crystallize. 


Buy on setbacks . . . sell on strength has always proved a successful 
investment policy. But it is important that you hold favored stocks in 


approved industries . . . and know what action to take. 


For this guidance, you can turn to The Forecast with confidence now 
and over the important months ahead. You would have the assurance 
of knowing that you would be advised what and when to buy and 
when to sell. You would follow a specialized program especially 
suited to your capital, wishes and objectives. 


Act Now to Capitalize on 
Next Important Markét Advance 


Enroll now to receive at this opportune time the complete and well- 
rounded service which The Forecast provides —a service geared to 
today's markets. 


There are two low-priced sections — one for short-term profits with 
stocks averaging under $15 — and the other for longer term capital 
growth with stocks under $20. You will also receive our trading selec- 
tions — Dynamic Special Situations — and our Program for Income 
and Profit . . . to build an investment backlog. The following Special 
Situations have been selected: 


—For the Short Term —For the Longer Term 


2 Dynamic Special Situations 3 Income and Profit Investments 
Average Price Under 33 Average Price Under 28 

2 Lower-Priced Opportunities 2 Capital Building Situations 
Average Price Under 15 Average Price Under 24 

To participate in these recommendations . . . to capitalize on 


the next recovery phase . . . mail the coupon below today. 





FREE SERVICE TO FEBRUARY |, 1946 








(Service to start at once but date from February 1, 1946) 

SPECIAL MAIL SERVICE ON BULLETINS 

(] Telegraph’ me collect in anticipation of 
important market turning points .. 
when to buy and when to sell. 





MONTHS’ 
12 SERVICE $75 
Rates scheduled to increase 
January 1, 1946. Subscriptions 








are deductible for tax purposes. 


| 
| 
| 
| 
| 
| 
MONTHS’ \ 
6 SERVICE $45 | Parke on ee. 
J 
| 
| 
| 
| 
| 


Name 

Address 

City State pace 
Your subscription shall not be assigned at List up to 12 of your securities for our 

any time without your consent. initial analytical and advisory report. | 


DECEMBER 22, 1945 


























WILL THERE BE A 
STEEL STRIKE? 





Not if the CIO abides by its 
pledged word, given only last spring. 


Question: What would be the general effect on the 
country of a steel strike? 


Answer: Over 40 per cent of all the factory workers 
in the country earn their living by making steel 
into useful products for. American life. A shut- 
down of the steel industry would be a disastrous 
blow to reconversion and would cause a serious 
loss in both wages and industrial production at a 
time when they were most needed. 


Question: Is it true that the Steelworkers Union has 
pledged itself not to strike? 


Answer: Yes. Every contract which the Union has 
signed this year with the various steel companies 
has a clause wherein the Union agrees not to 
strike during the life of the contract. 


Question: Are those contracts still in effect? 


Answer: Yes. They were signed in the spring of 
1945 to run until October, 1946. 


Question: Who signed for the Union? 


Answer: Its international officials—Philip Murray, 
Van Bittner, Clinton Golden and others—and the 
local Union heads at the various plants. 


Question: Is there no “escape clause” by which 
either side could end the agreements? 


Answer: No. The Union demanded a fixed, long- 
term contract and got it. 


Question: Why did they want a long-term contract? 
Answer: In the Union’s own words before the War 


Labor Board, “The Union’s request for a termina- 
tion date of October, 1946, is not made capriciously 
or pressed here for bargaining purposes. It repre- 
sents the considered view of the Union that only 
such a term will adequately serve the needs of 
stability.” 


Question: Did the recent strike vote violate the 
contracts? 


Answer: No. Only an actual strike would violate 
them. 


Question: Haven’t there been strikes already during 
the life of the contracts? 


Answer: Yes. There were 998 strikes in steel plants 
during the past year alone. They were mostly 
local strikes which the Union characterizes as 
“wildcat,” but they meant a big loss in production. 


Question: Does the end of the war justify changing 
the contracts? 


Answer: No. The bond was sealed on both sides and 
should be kept whether times be good or bad. The 
steel companies are continuing to live up to these 
agreements. If a strike is called, it will be in clear 
violation of the existing contracts. 


Vvoviov 
A strike in the face of existing contracts would 
shatter any confidence in the validity of union 
agreements in the steel industry. 











American Iron and Steel Institute 


350 Fifth Avenue, New York 1, N. Y. 


OUR COMPANY MEMBERS EMPLOY 95 PER CENT OF THE WORKERS IN THE STEEL INDUSTRY 
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